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TUESDAY, JUNE 20, 1961

House oF REPRESENTATIVES,
SvBcoMMrrTEE ON TRANSPORTATION AND AERONAUTICS
oF THE CoMMITTEE ON INTERSTATE AND FOREIGN COMMERCE,
Washington, D.C.

The subcommittee met at 10 a.m., pursnant to call, in room 1334,
New House Office Building, Hon. John Bell Williams (chairman of
the subcommittee) presiding.

Mr. Witriams, The committee will be in order, please.

The Subcommittee on Transportation and Aeronautics is meeting
this morning for hearings on three bills which would authorize the
Civil Aeronautics Board to issue limited certificates of public con-
venience and necessity to the sz]pp]vnwnt al carriers.

We have for consideration H.R. 7318, which I lm\c introduced at
the request of the Civil Aeronautics Board, HLR. 7512, introduced by
our colleague on the committee, Mr. Moulder, rlnd ITI; 7679, intro-
duced by our colleague on the suhvrmlm]ttmﬂ- Mr. Collier.

H.R. 7318 is similar to HLR. 7593 of the 86th Congress, on which we
held hearings a year ago in May. After conclusion of these hearings,
the subcommittee (leculod that, due to the lateness of the session, we
did not have time to give adequate consideration to permanent 1egls-
lation on this important problem. As a result, compromise legislation
was enacted giving the Board authority to continue supplemental air
carrier operations until March 14, 1962,

At this point in the record, we will include the copies of the three
bills under consideration along with agency reports.

(The bills and reports referred to follow:)

[H.R. 7318, 87th Cong,, 1st gess.]

A BILL To amend the Federal Aviation Aect of 1958, as amended, to provide for a class
of supplemental air carriers, and for other purposes

Be it enacted by the Senate and House of Representatives of the United
States of America in Congress assembled, That section 101 of the Federal Avia-
tion Act of August 23, 1958, as amended, is amended by redesignating paragraphs
(32) and (33) as (34) and (35), respectively, and inserting therein two new
paragraphs to read as follows :

“(32) ‘Supplemental air carrier’ means an air carrier holding a certificate
of public convenience and necessity authorizing it to engage in supplemental air
transportation.

*“(33) ‘Supplemental air transportation’ means air transportation rendered
pursuant to a certificate of publie convenience and necessity which contains such
limitations as fto frequency of service, size or type of equipment, or otherwise,
as will assure that the service so authorized remains supplemental to the service
authorized by certificates of public convenience and necessity issued pursuant to
sections 401 (d) (1) and (2) of this Act.”
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Sec. 2. Section 401 of the Federal Aviation Act is amended by adding to sub-
section (d) thereof a new paragraph (3) to read :

“(3) (i) In the ecase of an application for a certificate to engage in air trans-
portation as a supplemental air carrier, the Board may issue a certificate
authorizing the whole or any part thereof for such periods as may be required
by the public convenience and necessity, if it finds that the applicant is fit,
willing, and able properly to perform the service of a supplemental air carrier
and to conform to the provisions of this Act and the rules, regulations, and
requirements of the Board hereunder. In determining whether an applicant
for such a certificate is fit, willing, and able within the meaning of this para-
graph the Board shall give consideration to the conditions peculiar to supple-
mental air transportation, including the nature of the public need found to exist
and the extent of the obligation imposed on an air carrier engaging in such air
transportation to provide the service authorized by the certificate. Any certifi-
cate issued pursuant to this paragraph shall contain such limitations as the
Board shall find necessary to assure that the service rendered pursuant thereto
will be limited to supplemental air transportation as defined in this Act.

“(ii) If any applicant who makes application for a certificate for supple-
mental air transportation within thirty days after the date of enactment of this
paragraph shall show—

*“(A) that it, or its predecessor in interest, was an air earrier authorized
to furnish service between places within the United States either by a
certificate of public eonvenience and necessity issued by the Civil Aero-
nautics Board pursuant to order -13436, adopted January 28, 1959, or order
E-14196, adopted July 8, 1959, or that it or its predecessor has received
interim operating authority from the Board pursuant to section 1(2) of
Publie Law 86-661 of July 14, 1960, 74 Stat. 527 ;

“(B) that between the effective date of the certificate or interim operating
authority and the date of enactment hereof, the applicant or his predecessor
in interest lawfully performed either (1) any portion of the service anthor-
ized by the certificate or interim operating authority, or (2) any operations
for the Military Bstablishment of the United States authorized by the
Board ; and

“(C) that such certificate or interim operating authority had not been

revoked or otherwise terminated by the Board or had not otherwise expired
prior to the enactment of this paragraph, and is held by the original grantee
or has been transferred with Board approval pursuant to section 401(h) :
Provided, That application under this paragraph may also be made by a
person who on the date of enactment hereof had on file an applieation to
the Board for the approval of transfer to him of a certificate for supple-
mental air transportation or interim operating authority, in which case the
Board shall issue a certificate hereunder if it approves the transfer pursuant
to section 401 (h) of this Act ;
the Board, upon proof of such facts only, shall issue a certificate anthorizing
such applicant to engage in supplemental air transportation to the same extent
authorized in the applicant’s certificate or interim authority and subject to the
terms, conditions, and limitations attached thereto for such period as the Board
deems proper: Provided, That this period shall not extend beyond the effective
date of an order of the Board denying renewal of the certificate or interim
operating authority in a renewal proceeding pending at the time of enactment
hereof,”

SEC. 3. Subsection (e) of section 401 of the Federal Aviation Act iz amended
by adding the following text: “A certificate issued nnder this section to engage
in supplemental air transportation shall designate the terminal and intermediate
points only insofar as the Board shall deem practicable and may designate only
the geographical area or areas within which service may be rendered. Nothing
in this sabsection shall prevent the Board in specifying the service to be ren-
dered under a certificate for supplemental air transportation from placing such
limitations on such ecertificate as it may find to be necessary to assure that the
services are limited to supplemental air transportation: Provided, That the
Board may not impose such limitations upon certificates issued pursuant to para-
graphs (1) and (2) of subsection (d).”

Seo. 4. (a) Any air carrier entitled to certification under section 401(d4) (8)
(ii) of the Federal Aviation Act, as amended herein, may perform operations
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under its existing anthority for thirty days from the date of enactment of this
Act, and if it has filed application pursnant to said section 401(d) (3) (ii) within
said thirty days, until the Board has acted upon such applieation, Any air
carrier whose application for certification as a supplemental air carrier is pend-
ing before the Board and which (A) has operated in interstate air transporta-
tion as a supplemental air carrier pursuant to authority granted under Board
order E-9744 of November 15, 1955, and (B) had an application for a certificate
as a supplemental air carrier pending before the Board on July 14, 1960, may
continue to operate in interstate air transportation under its existing authority
until the effective date of an order of the Board disposing of such application.
Any carrier whose operating authority in interstate air transportation under
Board order E-9744 is continuing solely by virtue of a judicial stay of a Board
order, insofar as such order would otherwise terminate such operating authority,
is hereby authorized to continue to operate, subject to all conditions and limita-
tions contained in order E-9744 or imposed by the court, until the court shall
lift such stay or until the final disposition of judicial review proceeding, which-
ever shall first oceur,

(b) The provisions of this Act shall in no way affect any enforcement or
compliance proceding or action against the holder of a certificate of public con-
venience and necessity issued pursuant to order E-13436 or order E-14196 or
against the holder of interim authority issued under section 1(1) of Publiec Law
86-661 pending before the Board on the date of enactment of Public Law 86-661
or this Act, or the power of the Board to institute any enforcement or compli-
ance action against such holder subsequent to the date of enactment of this Act
with respect to violations of the Federal Aviation Aet or provisions of the cer-
tificate or interim authority or the Board's regulations which may have occurred
prior to such date. Any sanction which the Board might lawfully have imposed
on the operating authority of an air carrier for violations occurring prior to the
issnance to such earrier of a certificate of public convenience and necessity for
supplemental air transportation under paragraph (3) (i) or (ii) of section
401(d) of the Federal Aviation Act as amended by this Act may be imposed npon
a certificate issued to such air earrier under such paragraph.

(¢) Any application of an air carrier heretofore consolidated into the Board
proceeding known as the Large Irregnlar Air Carrier Investigation, Docket
Numbered 5132 et al,, shall be deemed to have been finally disposed of by the
Board insofar as said application seeks authority to engage in interstate air
transportation, (1) upon the effective date of a certificate of publie convenience
and necessity issued to such carrier pursuant to the provisions of section 401
(d) (3) (i) or (ii) of the Federal Aviation Act; (2) upon the effective date of
an order of the Board denying any application of such carrier for a certificate of
public convenience and necessity under section 401(d) (3) (i) or (ii); or (3) in
the event such earrier was issned aunthority by order B-13436 or BE-14196 or
interim authority under Publiec Law 86-661 and fails to file application for a
certificate pursuant to said section, on the thirty-first day after the date of
enaciment of this Act,

[H.R. 75612, 8§Tth Cong., 1st sess.]

A BILL To amend the Federal Aviation Act of 1958, as amended, to provide for a class
of supplemental air earriers, and for other purposes

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembied, That section 101 of the Federal Aviation Act
of August 23, 1958, as amended, iz amended by redesignating paragraphs (32)
and (33) as (34) and (35) respectively, and inserting therein two new para-
graphs to read as follows:

“(32) ‘Supplemental air earrier’ means an air carrier holding a certificate of
publie convenience and necessity authorizing it to engage in supplemental air
transportation,

“(33) ‘Supplemental air transportation’ means air transportation rendered
pursuant to a certifieate of publie convenience and necessity which limits the
holder to performance of (1) unlimited charter operations on a planeload basis
for the carriage of passengers and property in interstate, oversea, and territorial
air transportation, with the word ‘charter’ herein being defined as air transporta-
tion performed pursnant to an agreement for the use of the entire capacity of
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an aireraft, (2) individually ticketed passenger or individually waybilled cargo
operations in the frequency of one hundred and ninety-two flights per year in the
same direction between any single pair of points in any calendar year, in inter-
state, oversea, and territorial air transportation, and (3) supplemental air car-
riers shall have the right of first refusal in the operation of all charter trips in
interstate, oversea, and foreign air transportation. The Board shall imple-
ment this section by appropriate regulations.”

Sec. 2. Section 401 of the Federal Aviation Act is amended by adding to
subsection (d) thereof a new paragraph (3) to read:

“(8) (i) In the case of an application for a certificate to engage in air
transportation as a supplemental air carrier, the Board may issue a temporary
or permanent certificate authorizing the whole or any part thereof if it finds that
the applicant is fit, willing, and able properly to peform supplemental air trans-
portation as defined herein, and to conform to the provisions of this Act and the
rules, regulations, and requirements of the Board hereunder and if the Board
finds after public hearing that such certificate is required by the publie con-
venience and necessity.

“(ii) If any applicant who makes application for a certificate for supple-
mental air transportation within one hundred and twenty days after the date of
enactment of this paragraph shall show (A) that, on such date it or its predeces-
sor in interest, was an air earrier furnishing services between places within the
United States authorized by a certificate of public convenience and necessity
issued by the Civil Aeronautics Board pursuant to order E-13436, adopted
January 28, 1959, or order E-14196, adopted July 8, 1959, to render such service,
and that any portion of such service for any class of traffic was performed pur-
suant to such certificate during such period and (B) that, sueh certificate had
not been revoked or otherwise terminated by the Board prior to the enactment of
this paragraph, the Board, upon proof of such facts only, shall issue a certificate
or certificates of indefinite duration authorizing such applicant to engage in
supplemental air transportation, as defined herein.”

SEC. 3. Subsection (e) of section 401 of the Federal Aviation Act is amended by
adding the following text: “A certificate issned under this section to engage in
supplemental air transportation shall designate the terminal and intermediate
points only insofar as the Board shall deem practicable and may designate only
the geographical area or areas within which service may be rendered. Nothing
in this subsection shall prevent the Board from placing such limitations on such
certificates as it may find to be necessary to assure that the services are limited
to supplemental air transportation as defined herein.”

Sec. 4. (a) Any air carrier presently operating in interstate air transporta-
tion as a “supplemental air ecarrier” pursuant to authority received under order
of the Board whose application for certification as a supplemental air carrier is
pending before the Board or is filed with the Poard within a period of one hun-
dred and twenty days from the enactment of this section, may continue to operate
in interstate, oversea, and territorial supplemental air transportation as de-
fined herein until the effective date of an order of the Board disposing of such
application. Any carrier whose operating aunthority in interstate air trans-
portation under Board Order E-9744, adopted November 15, 1955, is continuing
solely by virtue of a judicial stay is hereby authorized to continue to operate,
subject to all conditions and limitations contained in such order or imposed by
the court until the court shall lift such stay or until the final disposition of the
judicial review proceeding, whichever shall first oceur.

(b) The provisions of this Act shall in no way affect any enforcement or
compliance proceeding or action against the holder of a certificate of publie con-
venience and necessity issued pursuant to order E-13436 or order E-14196
pending before the Board on the date of enactment thereof, or the power of
the Board to institute any enforcement or compliance action against such holder
subsequent to the date enactment of this Aet with respect to violations of the
Federal Aviation Act or provisions of the certificate or the Board’s regulations
which may have occurred prior to such date. Any sanction which the Board
might lawfully have imposed on the operating authority of an air carrier of a
certificate of public convenience and necessity for supplemental air transportation
under paragraph (3) (ii) of section 401(d) of the Federal Aviation Act as
amended by this Act may be imposed npon a certificate issued to such air carrier
under such paragraph.
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[H.R. 7679, 87th Cong., 1st sess.]

A BILL To amend the Federal Aviation Act of 1958, as amended, to provide for all-charter
certifieates of public convenience and necessity

Be it enacied by the Senate and House of Representatives of the United States
of America in Congress assembled, That section 401(e) of the Federal Aviation
Act of August 23, 1958, as amended by inserting after the third sentence thereof
4 new sentence to read as follows: “A certificate issued under this section to
engage solely in charter trips in air transportation shall designate the terminal
and intermediate points only insofar as the Board shall deem practicable, and
otherwise shall designate the area or areas within or between which such
charter trips may be flown.”

ExecuTivi OFFICE OF THE PRESIDENT,
BureAU oF THE BUDGET,
Washington, D.C., June 16, 1961.

Hon. OreN HARRIS,
Chairman, Committee on Interstate and Foreign Commerce, House of Repre-
sentatives, House Office Building, Washington, D.C,

MY Dear Mg, Crammax : This is in reply to your requests of June 8 and June
9, 1961, for reports on H.R, 7318 and H.R. 7512, bills to amend the Federal Avia-
tion Act of 1958, as amended, to provide for a class of supplemental air carriers,
and for other purposes.

The Department of Commerce and the Civil Aeronautics Board in statements
to your committee indicate that the supplemental air carriers perform a useful
publie service and help meet the Nation’s air transportation needs. The Bureau
of the Budget concurs generally in the statements of those agencies and recom-
mends enactment of legislation to authorize the Civil Aeronautics Board to issue
limited certificates of public convenience and necessity for air services supple-
mental to those provided by the regular common carriers. Since H.R. 7318 was
drafted by the Board to give it the authority it believes necessary for this pur-
pose, we recommend it be enacted rather than H.R. 7512

Sincerely yours,
Patrrre 8. HUGHES,
Assistant Director for Legislative Reference.

FEDERAL AVIATION AGENOCY,
Washington, D.C., July 11, 1961.
Hon, Orex HARRIS,
iChairman, Committee on Interstate and Foreign Commerce, House of Repre-
sentatives, Washington, D.C.

DeAr Me. CHAIRMAN : This is in reply to your request of June 8, 1961 for the
views of this Agency with respect to H.R. 7318, a bill, to amend the Federal
Aviation Act of 1958, as amended, to provide for a class of supplemental air
carriers, and for other purposes.

This bill, introduced at the request of the Civil Aeronautics Board, would
provide permanent certifieation procedures for the supplemental air carrier
industry. Under existing law (Publiec Law 86-661) the Civil Aeronautics Board
has temporary authority, which will expire in March 1962, to permit supple-
mental air carriers to conduct operations. It is the view of the Civil Aero-
nautics Board that supplemental air carriers have performed a valuable service
in meeting the needs of national defense and that their future ability to serve
the needs of the military depends upon their present and continued ability to
operate their aireraft in commercial activities.

This measure is directed to operations within the particular province of the
Civil Aeronautics Board, and, accordingly, this Agency defers to the views of
the Civil Aeronautiecs Board on the subject proposal.

The Bureau of the Budget has advised that there is no nhjo(‘tlnn from the
standpoint of the administration's program to the submission of this report to
your committee,

Sincerely,

N. E. Haravy, Administrator.
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OFFICE OF THE POSTMASTER GENERAL,
Washington, D.C., June 20, 1961.
Hon. Orex Harnis,
Chairman, Committee on Interstate and Foreign Commerce,
House of Representatives, Washington, D.C.

DEaR Mg. CHAIRMAN : We reply to your request for reports on H.R. 7318 and
H.R. 7512 proposing to authorize the Civil Aeronautics Board to issue certificates
of publie convenience and necessity to supplemental air carriers.

Each of these bills would amend the Federal Aviation Aect by authorizing the
Civil Aeronautics Board to issue certificates of publi¢ convenience and necessity
to supplemental air carriers. The bills differ, however, in the specific type of
service which conld be authorized by the Board in the certificates granted to
supplemental air carriers. H.R. 7512 does not include aunthorization for the
transportation of mail. H.R. 7318, on the other hand, would permit the Civil
Aeronautics Board to grant supplemental air carriers authority to transport
mail.

To date the supplemental air carrier operations authorized by the Civil
Aeronautics Board have not included any grant of authority to transport mail.
Nor has the Department ever supported any such grant of mail authority in view
of the very limited special type of operation that is charaecteristic of a supple-
mental air carrier service. No use would be made of this type of limited opera-
tion for the transportation of mail except under very extraordinary circum-
stances,

We have no objection to the enactment of this legislation, however, the use of
“supplemental air carriers” as provided for in H.R. 7318 would be feasible for
mail transportation only under extraordinary circumstances since they would
not be operating a daily point-to-point type of service,

We have been advised by the Bureau of the Budget that from the standpoint
of the administration’s program there is no objection to the presentation of the
report to the committee,

Sincerely yours,
J. Epwarp DAy, Postmaster General.

C1viL AERONAUTICS BOARD,

Washington, D.C., July 11, 1961.
Hon. Joux BELL WILLIAMS,

Chairman, Subcommittee on Transportation and Aeronautics,
House of Representatives, Washington, D.C.

Dear MR, CHAIRMAN : When the Board testified before your subcommittee on
June 20, 1961, in support of H.RR. 7318, the Board’s bill relating to supplemental
air carriers, we were asked to submit our views on H.R. 7679, a bill introduced
by Mr. Collier,

H.R. 7679 would add a sentence to existing section 401 (e) of the Federal Avia-
tion Act permitting the Board to issue a certificate for charter service desig-
nating the areas within which such service is to be flown in lieu of designating
terminal and intermediate points. This would enable the Board to issue a
charter certificate but would not permit the Board to issue a certificate with
appropriate limitations on the scope of individually-ticketed service. Thus,
under this bill the Board could not authorize true supplemental air service.
Moreover, H.R. 7679 would not remedy the holding of the Court of Appeals for
the District of Columbia Circuit in United Air Lines v, Civil Aerona utics Board
that the Board must apply to supplemental air carriers the same standard of fit-
ness which is applicable to certificated route carriers.

H.R. 7679 in our opinion falls far short of meeting the problems confronting
the supplemental air carrier industry. The Board is, therefore, opposed to its
enactment,

Member Chan Gurney would support H.R. 7679 since it is in aceord with his
views set forth in his separate letter which accompanied the Board's written
testimony submitted to your subcommittee on June 20, 1961,

Sincerely yours,
Arax 8. Boyp, Chairman.
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THE SECRETARY OF COMMERCE,
Washington, D.C., June 19, 1961.
Hon. OREN HARRIS,
Chairman, Committee on Interstate and Foreign Commerce,
House of Representatives, Washington, D.C.

Dear MR, CHAIRMAN: This is in response to your request of June 9, 1961,
requesting the views of the Department on H.R. 7318 and H.R. 7512, bills to
amend the Federal Aviation Act of 1958, as amended, to provide for a class of
supplemental air carriers, and for other purposes.

H.R. 7318 would amend the Federal Aviation Aet so as to provide: for certi-
fieation of a class of direet air earriers distinetive from the class of air carriers
historically certificated under sections 401(d) (1) and (2) of the act, the new
class to be known as supplemental air carriers; that such carriers may request,
and be aunthorized to perform, limited services supplemental to those furnished
by the regular air carriers; that the Civil Aeronautics Board be expressly au-
thorized to issue certificates of public convenience and necessity for supplemental
service containing limitations on the type and extent of service authorized ; that
the Board be authorized to grant blanket authorization without having to desig-
nate specific points.

The act would also be amended to reduce the present standards of fitness re-
quired for certification as an air carrier so that only general findings of fitness
need be made for supplemental service. H.R. 7318 would also provide for grant
of statutory operating rights to the existing holders of supplemental air carrier
certificates, in the nature of grandfather rights.

H.R. 7512 would amend the Federal Aviation Act so as to provide : for certifica-
tion of a class of direct air carriers distinctive from the class of air earriers
historically certificated under section 401(d) (1) and (2) of the act, the new
clags to be known as supplemental air carriers; that such carriers may request
a certificate of public convenience and necessity which limits the holder to per-
formance of unlimited planeload charter operations, limited individually ticketed
passenger or individually waybilled eargo operations, and the right of first re-
fusal in the operation of all charter operations; that ithe Civil Aeronautics Board
be anthorized to grant a blanket authorization without having to designate
specific points,

The act would also be amended to reduce the present standards of fitness re-
quired for certification as an air carrier so that only general findings of fitness
need be made for supplemental service. H.R. 7512 would also provide for grant
of statutory operating rights to the existing holders of supplemental air carrier
certificates, in the nature of grandfather rights.

On January 28 1959, in the large irregular air carrier investigation, CAB
docket 5132, the Board issued temporary certificates of publie convenience and
necessity for supplemental air carrier operation in interstate air transportation.
Under these certificates, snpplemental air carriers were authorized to conduct
without reference to any specified terminal or intermediate points not more than
10 flights carrying individually ticketed passengers or individually waybilled
property in the same direction between any single pair of points in any calendar
month, and to render unlimited planeload charter services.

The issnance of such certificates was challenged in the courts by regularly
authorized air earriers, l.e. air earriers certificated to render route-type service.
On April 7, 1960, the U.8. Court of Appeals for the District of Columbia Circuit
set aside the Board action of January 28, 1959, United Air Lines et al v. Civil
Aeronautics Board (278 ¥ 2d 446). The court found that the certificates issued
for supplemental air service did not specify the terminal and intermediate points
between which air transportation had been authorized, contained limitation as to
the number of flights contrary to section 401(e) of the act, and were not based
on standards of fitness for applicants for certificate required by section 401(d)
of the act.

As a stopgap measure to avoid immediate cessation of 25 supplemental air
carrier authorizations, the Congress enacted Public Law 86-661, approved July
14, 1960. Such legislation was designed to maintain the status quo of the sup-
plemental air carriers for up to 20 months after enactment so as to permit
further consideration to be given the entire matter of snpplemental air trans-
portation without interim cessation of the then-existing authority of the carriers
involved.

This Department is of the opinion that the continued existence of the supple-
mental air carrier fleet is of real value in terms of national defense. At the
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present time eight supplemental air carirers have executed civil reserve alr fleet
1{CRAF) standby contracts which provide for the furnishing of air transportation
on an international scale to the Department of Defense in the event of war or
national emergency.

Of a total of 212 aircraft allocated by the Department’s Defense Air Trans-
portation Administration to the basic CRAF program, 40 have been allocated
from supplemental air carrier inventories. In addition, the aireraft remaining
in such air carrier inventories after CRAR requiements have been met (appoxi-
mately 123 in number) are subject to DATA’s allocation authority for purposes
«<of DOD domestic wartime requirements, such as the Navy's quicktrans and the
Air Force's logair operations, and for the needs of the ciyil economy under the
war air service pattern program,

The Department also coneludes that it wonld he unrealistic, as well as inher-
ently unsound, for the continued existence of the supplemental air carriers to be
entirely dependent in peacetime upon military business, Therefore, we agree
that supplemental airlines should be eligible to operate their planes in peace-
time in commercial air services,

The Department supports the purpose of these two similar bills but considers
the provisions of H.R. 7318 as being more likely to achieve their desired aims,
We recommend against the provision in H.R. 7512 that would give the supple-
mental carriers the right of first refusal in the operation of all charter trips in
interstate, overseas, and foreign air transportation. It is our view that such
a provision would give the supplemental carriers an unwarranted competitive
advantage over the regularly authorized air carriers and that it could cause
undue burden on those persons desiring charter flights by limiting at the outset
their choice of earrier.

Furthermore, the provisions in H.R. 7512 limiting the frequency of individually
ticketed or individually waybilled cargo operations to 192 flights per year ap-
pears to be arbitrary. We are of the opinion that H.R. 7318 gives authority to
the Board to furnish the necessary protection without setting a limitation that
may be harmful to the supplemental carriers, the regularly certificated carriers
and the traveling publie.

The Bureau of the Budget advises that there is no objection to the submission
of this report from the standpoint of the administration’s program.

Sincerely yours,
EpwARD GUDEMAN,
Under Secretary of Commerce,

Mr. Wittiams. Our first witness this morning will be the Honorable
Alan S. Boyd, Chairman of the Civil Aeronautics Board.
Mr. Boyd, we are very happy to have you with us again.

STATEMENT OF HON. ALAN §. BOYD, CHAIRMAN, CIVIL AERO-
NAUTICS BOARD ; ACCOMPANIED BY JOHN H, WANNER, GENERAL
COUNSEL; ROSS I. NEWMANN, ASSOCIATE GENERAL COUNSEL
FOR RULES AND LEGISLATION; AND J. W. ROSENTHAL, CHIEF,

ROUTES AND AGREEMENTS DIVISION, BUREAU OF ECONOMIC
REGULATION

Mzr. Boyp. Thank you, Mr. Chairman. Good morning.

The Board appreciates this opportunity to appear in support of
H.R. 7318, which would authorize the Clivil Aeronautics Board to
issue certificates of public convenience and necessity containing lim-
itations on the type and extent of service authorized.

At the outset, I would like to review briefly the facts and circum-
stances which have prompted the Board to recommend the enactment
of supplemental air carrier legislation.

In September 1951, the Board instituted the Large Irreqular Air
Carrier iInvestigation to determine (1) the future role of the large ir-
regular carriers and the extent of operations which would be permit-
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ted, (2) the selection of carriers to receive authority, and (3) whether
authorization should be by certificate or exemption. :

After extended hearings, the Board, in 1954, with some 30 appli-
cants still remaining to be heard, decided to expedite the proceeding
by splitting it into two parts—(1) the public interest issues (the
role to be assigned to the irregular carriers and the scope of authority
to be granted), and (2) the consideration of individual qualifications.
Thereafter, on November 15, 1955, in order E-9744, the Board issued
its decision on the public interest aspects of the case. The Board
found that the irregulars (hereafter to be called supplemental air
carriers) comprise a “separate class of carriers” performing varied
and flexible services and are available to operate whenever and
wherever a demand exists. It further found that its action in au-
thorizing a continuation of these unique services would not adversely
affect the certificated route carriers. The Board determined that ui-
limited charter authority should be granted together with authority
to perform individually ticketed or waybilled service not to exceed
10 flights per month in each direction between any two points. The
10-flight, Iimitation was derived from an average of the 8 to 12 flights
permitted under the prior regulations.

This new authorization was granted to all members of the class
on an interim exemption basis, pending the Board’s final decision
in the qualifications of individual carriers and the question of whether
the final authority should be by certificate or by exemption.

The Board’s decision of November 15, 1955, was challenged by the
certificated industry, and on July 19, 1956, the Court of Appeals
for the District of Columbia Cireunit held the order invalid because

the Board had not made appropriate findings to supﬁ)ort its conelusion

that a requirement of certification would be an undue burden on the
carriers. A petition for writ of certiorari was denied by the Su-
preme Court. On December 21, 1956, the court of appeals stayed
the issuance of its mandate until 60 days after the date of the final
Board decision in the Large Irregular Carrier case, docket 5132.

On January 28, 1959, the Board issued its decision in docket 5132
granting temporary certificates of public convenience and necessity
for supplemental air service to a number of carriers found by the
Board to be fit to receive them (order E-13436). On July 8, 1959,
the Board issued several other certificates (order E-14196) for a total
of 25 such certificates. Under these certificates, supplemental air
carriers were authorized to render unlimited planeload charter serv-
ice and conduct, without reference to any specific terminal or inter-
mediate points, not more than 10 flights carrying individually ticketed
{mssungcrs or individually waybilled property in the same direction
setween any single pair of points in any calendar month. This
authorization was limited to interstate air transportation.

A number of air carriers certificated to render route type service
contested the decision and petitioned the U.S. Court of Appeals for
the District of Columbia Circuit for review of the Board’s order and
opinion of January 28, 1959. On April 7, 1960, the court rendered
its decision in Unated Air Lines et al. v. Civil Aeronautics Board in
which it found that the Board’s action in certificating supplemental
air carrier operations was legally deficient in three respects:
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L. The certificates issued by the Board do not specify the terminal
and intermediate points between which air transportation is author-
ized but grant a blanket authorization to operate between any two
points in the United States.

2. The certificates issned by the Board contain a limitation of 10
flights per month in the same direction between the same two points.
In the opinion of the court, this limitation was in violation of section
401 (e) of the act which provides:

No term, condition, or limitation of a certificate shall restrict the right of an
carrier to add to or change schedules. * * *

3. In referring to the determination of fitness required by section
401(d) of the act, the court pointed out (one judge dissenting) that
the Board gave the same nationwide cargo and passenger authority
to each of the applicants to which it issued certificates. The court
stated that in many instances the prior operations of the individual
applicants had been small or specialized and that their financial re-
sources were inadequate for the newly authorized operations. It
would thus appear that the court’s standard of fitness that each car-
rier must establish would be greater than that found by the Board to
be necessary for supplemental service.

Concerning what should be done about the matter, the court said :

If the requirements of section 401(e) interpose an insuperable obstacle to
the full development of supplemental air service, which they may well do, the
problem is for the Congress. The Board should present it there.

Since this same court, on July 19, 1956, had invalidated the Board’s
attempt to authorize supplemental air transportation by individual
exemption orders, it appeared that there was grave doubt that the sup-
plemenal carriers could continue their existing operations under either
certificated or exemption authority. The Board, therefore, on April
28, 1960, submitted to this committee proposed legislation to correct
the deficiencies in the Board’s legal authority which were found to
exist by the court.

Hearings on the Board’s bill (8. 1543 and H.R. 7593) were held
before the appropriate committees of both the House and Senate, and
a favorable report was issued by the Interstate and Foreign Com-
merce Committee of the Senate on June 13, 1960,

In reporting favorably on the Board’s bill, the Senate committee
stated :

The issue of the need for and the proper scope of supplemental air transpor-
tation, as we have noted, was the subject of painstaking and protracted investi-
gation and study by the Board over a period of many years. The Board’s
interim decision in 1955 resolved that issue (order No. E-9744, Nov. 15, 1955)
on a finding that the public interest requires the establishment of a class of
carriers authorized to perform supplemental air transportation of a kind and
character which does not amount to a conventional, frequent, route-type service
as provided by the major airlines,

During committee hearings, the criticism leveled at the present measure, as
submitted by the Board, was not directed to the issue of need for such trans-
portation but rather to its scope with the suggestion that the supplementals be
authorized to operate on a charter basis only. There is no demonstrated justifi-
cation which would warrant our rejection of the considered conclusion of the
Board which certainly eannot be said to be the product of hasty judgment.

Your committee is satisfied that supplemental air earriers constitute a sig-
nificant and valuable part of the Nation's air transportation system. They have
not requested or received any governmental subsidy and under existing law
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or the amendment here proposed, these carriers are not eligible for such
assistance,

They have pioneered in the development of air-coach travel, have stimulated
the growth of airfreight or all-cargo carriage, widened the range of commercial
air-charter business and aided our military departments in transporting per-
sonnel and supplies. In the Berlin airlift in 1948 and the Korean airlift in
1950, these carriers supplied a substantial part of vital airlift capacity. To-
gether with our regular-route carriers, they constitute an invaluable asset for
emergency defense requirements.

In view of the legal dilemma confronting the Board, your committee concurs
in the view expressed by the Chairman of the Board, Mr. Gillilland, that this
legislation is essential to sustain the supplemental air carrier industry in its
present role in our Nation’s air transportation system.

The Interstate and Foreign Commerce Committee of the House
took a somewhat different position. That committee, which issued its
report on June 15, 1960, stated that since time had not permitted the
committee to fully consider the entire question of supplemental air
transportation, and since the carriers authorized by the Board to pro-
vide supplemental service might not be able to continue operations
unless immediate action were taken by the Congress, it recommended
the enactment of temporary legislation maintaining the status quo for
1 year.

Jongress thereupon enacted Public Law 86-661, approved July 14,
1960, giving the Board authority to continue supplemental air car-
rier operations until March 14, 1962.

HL.R. 7318 was introduced by Chairman Williams of this committee
on May 24, 1961, at the Board’s request. Section 1 of the bill defines
“supplemental air carrier” and “supplemental air transportation.”

Section 2 would authorize the Board to issue a certificate upon a
determination of fitness and ability based on conditions peculiar to
supplemental air transportation. This is necessary in or(}er to meet
the problem of fitness raised by the court which I have previously
mentioned.

Section 2 would also permit the Board to issue “grandfather” cer-
tificates to those carriers now holding unrevoked supplemental air car-
rier certificates or interim operating authority under Public Law
86-661, who have furnished service thereunder or have performed
operations for the military. Such operations must have been per-
formed between the time the certificate or oq%mting authority became
effective and the date of enactment of H.R. 7318. Certificates for
supplemental service issued pursuant to this “grandfather” provision
must contain the same terms, conditions, and limitations as set forth
in the certificates or operating authority previously issued.

Section 3 of the billl is designed to correct two of the deficiencies
found to exist by the court. 1t would enable the Board to issue cer-
tificates which do not specify the terminal and intermediate points
and which contain such Himitations as to frequency of service, size or
type of equipment, or otherwise, to assure that the service so author-
ized remains supplemental to the service of the certificated route
carriers.

Section 3 also contains a provision which would prevent the Board
from imposing limitations in the certificates of regular route-type
carriers which would not be lawful under the present provisions of
section 401 (e) of the act.
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Under section 4(a) any carrier who has standing to apply for a
“grandfather” certificate may continue operating for 30 days from the
date of enactment of this biH}. If he files an application for a “grand-
father” certificate within 80 days, he may continue to operate until
his application is disposed of by the Board.

Section 4(a) also makes provision for certain carriers who con-
ducted interstate operations as supplemental carriers under exemption
order E-9744 and whose applications for supplemental certificates
were pending before the Board on July 14,1960. These carriers would
be permitted to continue their operations until the Board disposes of
their applications. _ :

Section 4(a) also continues the operating authority of four carriers
whose applications for certificates were denied by the Board in its
order of January 28, 1959 (order E-13436), and whose authority
under order E-9744 terminated with such denial.

Mr. Wiurzams. Mr. Boyd, what is the date of that order E-9744 17

Mr. Boyp. That is November 15, 1955, Mr. Chairman.

Mr., Wiuiams, 195517

Mr. Boyp. Yes, sir.

These latter four carriers have filed appeals with the courts. The
appeals are still pending and the carriers are now operating pursuant
to a judicial stay of the Board’s order. Section 4(a) continues the
operations of these carriers until the st ay is lifted by the court or
until the case is disposed of by the court.

Section 4(b) preserves all existing enforcement, procedures as well
as the Board’s right to institute snch proceedings with respect to
violations which may have occurred prior to the enactment of H.R.
7318. It also authorizes the Board to impose sanctions for prior
violations upon either the “grandfather” certificates or upon any
supplemental certificates issued under this bill.

Section 4(c¢) provides for final disposition of certain pending ap-
plications of carriers affected by the bill.

The Board’s order of January 28, 1959, E-13436, issued temporary
certificates of public convenience and necessity for supplemental air
service to 23 air carriers. Two additional certificates were issued
pursuant to order E-14196 of July 8, 1959, making a total of 25 cer-
tificates for supplemental service. Twelve of those certificates were
for 5 years and 13 were for 2 years. Twenty-two of the original sup-
plemental certificates are carrently effective—11 of the d-year cer-
tificates and 11 of the 2-year certificates.

In addition to the 22 carriers holding certificated authority for
supplemental service, 9 carriers are authorized to render supplemental
service pursuant to order E-9744, and 1 carrier holds interim oper-
ating authority under Public Law 86-661.

During the fiseal year 1960, the certificated supplemental carriers
generated approximately 1.8 billion revenue passenger miles as com-
pared with 1 billion revenue passenger miles for fiscal 1959. This
constituted 4.3 percent of the total revenue passenger miles generated
by the air carrier indust ry, including the certificated route air carriers.
In 1959 the supplemental carriers obtained only 2.7 percent of the
total revenue passenoer m i]f"s

The domestic traffic of the supplemental carriers increased from 3192
million passenger miles in lisca'l 1959 to 346 million in 1960. This
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trafic was 40 percent civilian and 60 percent military. The inter-
national traffic of the supplementals increased from 696 million pas-
senger miles in 1959 to 1.4 billion in 1960, 18 percent of which was
civilian and 82 percent military. This inc-.lu(}es all traffic, ie., in-
dividually ticketed, charter, and contract.

The supplemental carriers increased their total transport operating
revenues from $51 million in 1959 to $59 million in 1960. Contract
and charter services, both military and civilian, accounted for $40
million in 1959 and $48 million in 1960, Revenue from individually
ticketed services, both passenger and freight, was $11 million in 1960,
the same as in 1959. The supplemental industry as a whole—which
showed a net loss in 1959 after taxes of $8 million—showed a loss
of only $5 million in 1960.

The Board has found that the supplemental air carriers have per-
formed a useful public service and have a definite place and role in
meeting this Nation’s air transportation needs. There can be no
doubt that the continued existence of the supplemental air carrier fleet
is of real value in terms of national defense, and it is evident that the
future ability of the supplemental air carriers to serve the military,
as they are doing now and have done so ably in the past, depends
upon their ability to operate their planes in commercial activities
when not engaged in service for the military. In order to assure the
continuance of the supplemental air carrier industry, the Board
recommends the enactment of FL.R. 7318.

The Board has also been asked to comment on H.R. 7512, another
bill dealing with the supplemental air carriers. The Board is op-
posed to this bill and recommends against its enactment. Section 1

defines the limits of supplemental air transportation. Under the
definition, a certificate for supplemental air tmn.:{}orlatlon limits the

holder (1) to performance of unlimited planeload charter operations
within the United States (including oversea but not foreign opera-
tions) carrying passengers or cargo, and (2) to 192 flights per year
between any two places in this country, in the same direction, for
which individual tickets are sold or on which individually waybilled
cargo is carried. The definition further confers on the supple-
mental carriers a right of first refusal in the operation of charter
flichts not only in this country but also in air transportation between
this country and foreign nations. The Board is required to imple-
ment these provisions by appropriate regulation.

Mr. WitLiams. What do you mean by first refusal in the operation
of charter flights?

Mr. Boyp. That is the proposal in the bill, H.R. 7512, and it says,
Mr. Chairman, simply that the supplemental air carriers have the
right of first refusal, which would mean that any charter party, as we
understand it, seeking to charter an aireraft must go to the supple-
mentals first before they could talk to a route carrier.

We would take it to mean very possibly that this would include
operations which would be en route for a certificated route carrier.

Mr. Wirrtrams. In otherwords, if a college wanted to fly its football
team, they would first have to check with all of the supp emental car-
riers to see if a carrier was available before they would be able to
check with the route carriers?

Mr, Boyp. Yes, sir.

72536—61——2
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Section 2 of the bill would authorize the Board to grant the “whole
or any part” of an application for a su]])plement,n.] alr carrier certifi-
cate, depending on the fitness of the applicant and on what the public
convenience and necessity require. Such certificates may be permanent
or temporary.

Section 2 of the bill also contains a “grandfather” provision. This
provision would require the Board to issue a certificate to any appli-
cant who holds an unrevoked supplemental air carrier certificate and
shows that he has rendered any portion of the service authorized in
that certificate. Application for the new certificate may be made with-
in 120 days of the enactment of the bill. A new certificate issued un-
der this “grandfather” provision would be of indefinite duration and
would authorize the holder to engage in supplemental air transporta-
tion as defined in the bill.

Section 3 of the bill would amend section 401(e) of the Federal
Aviation Act to permit the Board to designate geographical areas
rather than specified points in supplemental air carrier certificates.
The Board would be authorized to place the limitations on such certi-
ficates which it finds necessary to assure that the services are limited
to supplemental air transportation as defined in the bill.

Section 4 of the bill makes provision for applicants who do not hold
a previously issued certificate for supplemental air transportation. If
such persons are operating as supplemental air carriers in interstate
air transportation under any authority from the Board at the time
the bill is enacted, they may file an application for a certificate under
the bill within 120 days of its enactment. While the application is
pending, they may operate in supplemental air transportation, as de-
fined in the bill, within the United States. Holders of interim oper-
ating authority issued under Public Law 86-661 would come under
this provision and not under the “grandfather” provision.

H.R. 7512 contains a number of ambiguities and contradictions.
The definition set forth in section 1 provides for unlimited charter
operations and 192 noncharter round trips per year between any two
points in “interstate, oversea, and territorial air transportation.” " This
same section further provides that supplemental air carriers shall
have the right of first refusal in the operation of all charter trips in
“Interstate, oversea, and foreign air transportation.” These two pro-
visions are inconsistent. While the supplemental carriers would be
permitted to operate only within the United States and its posses-
sions, the right of firss refusal would be aprlicable not only to these
operations but to foreign operations as well, an authorization which
the supplemental carriers could not receive under the bill.

The supplemental carriers have conducted charter service in foreign
operations for many years and have performed a useful service in
the public interest. The Board’s bill, H.R. 7318, would give the
Board authority to authorize the supplemental service in foreign air
transportation, subject of course to the approval of the President
under section 801 of the Federal Aviation Act.

It is not clear under HL.R. 7512 whether each certificate must con-
tain all the rights listed in the definition of supplemental air transpor-
tation, or whether the Board can confer operating rights comprising
only portions thereof. Section 2 of the bill speaks of authorizing the
whole or any part of an application, and section 3 speaks of geograph-
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ical limitations. On the other hand, the “grandfather” provision is
worded so that any supplemental air carrier now holding a certificate
from the Board would receive authority to engage in the full scope
of the operations listed in the definition. Similarly, under section 4
of the bill, an applicant who at the time of enactment is operating
under Board authority other than a certificate could engage in the
full scope of the operations listed in the definition while his case is
pending before the Board. The Board is opposed to any provision
which would require it to grant each applicant either all of the rights
or no rights at all. Nor do we favor the provision permitting the
full scope of operations while the application is pending.

It seems clear from the bill that the right of first refusal in the
operation of charter trips would automatically attach to each supple-
mental air carrier certificate. The Board is opposed to this provision.
It would even limit the right of the certificated route air carriers to
operate charter flights over their own routes, a right which should
not be restricted. So far as off-route charters of the certificated
route carriers are concerned, the Board has ample authority to deal
with this problem under the present law.

In conclusion, Mr. Chairman, the Board wishes to reiterate the
importance of enacting appropriate legislation to resolve the problems
confronting the supplemental air carrier industry. We recommend,
therefore, the enactment of H.R. 7318 and against the enactment of
H.R. 7512.

The Bureau of the Budget has advised that it has no objection to
the Board’s testimony from the standpoint of the administration’s
program. Member Chan Gurney has prepared a separate statement
which I believe is attached to the testimony.

(The statement referred to follows:)

Crvin. AERONAUTICS BOARD,
Washington, D.C., June 20, 1961.

Hon, JouN BELL WILLIAMS,

Chairman, Subcommitiee on Transportation and Aeronautics, Committee on
Interstate and Foreign Commerce, House of Representatives, Washington,
D.C.

DEAR CONGRESSMAN WILLIAMS: While I agree with my colleagues on the Civil
Aeronauties Board that legislation by the Congress is required to authorize the
Board to issue certificates of public convenience and necessity for supplemental
air transportation, I differ as to the type of certificates which the Board should
be empowered to issue. I would urge the Congress to enact legislation authoriz-
ing the Board to issue supplemental certificates limited to the operation of
charter services only without regard to the other limitations in the act. This
opinion is based upon my experience of over 10 years as a member of the Civil
Aeronantics Board supported by statistics which indicate little need for supple-
mental air service other than charter operations.

As you and the members of your committee know, the need for this additional
legislation has resulted from a reversal by the U.S. Court of Appeals for the
Distriet of Columbia Circuit (United Air Lines, et al v. C.A.B., 278 I, 2d 446)
remanding the decision of a majority of the Board in the Large Irregular Ca rrier
Investigation, docket No. 5132. Further court proceedings on this matier have
been stayed pending the enactment of further legislation or the expiration of Pub-
lic Law 86-661 enacted by the Congress last year to preserve the status quo for
20 months from July 14, 1960. In the Large Irregular Carrier case, the Board
awarded certificates of public convenience and necessity to 23 former large ir-
regular carriers to engage in interstate air transportation limited to 10 round
trip flights per month between any 2 points carrying individual ticketed passen-
gors or cargo, but unlimited as to charter flights. Further proceedings were
ordered with respect to eight additional carriers. The 10-trip authority, for
example, permits a carrier to operate 10 round trips monthly between New
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York and Los Angeles in addition to 10 round trips per month between any other
two points in the United States. The authority to operate between any two
cities in the United States simultaneously is limtied only by the availability of
equipment by each carrier. With this authority, the supplemental ecarriers
could concentrate their operations in the heavy traffic markets on which the
trunkline carriers depend for their financial success. Additional competition in
route-type operations by a substantial number of supplemental earriers is cer-
tainly not required or necessary. The financial condition of the trunkline in-
dustry today as evidenced by the losses experienced by several of the carriers
during the past year and the first quarter of 1961 shows that it cannot stand
additional competition,

The certificated domestic air earrier route system links every major metro-
politan area with each other and with more numerous smaller communities.
The 11 trunkline carriers and the 13 subsidized local service carriers carrently
provide air service to 576 cities and towns in the continental United States.
Thus the trade and vacation routes are more than adequately served by these
route-type carriers which are required by law to render adequate service accord-
ing to the needs of the communities.

The supplemental carriers enjoying the best financial condition today are for
the most part those earriers which have th rough the years concentrated on devel-
oping the charter market rather than holding out to the individual ticketholder.
For example, the Board's records show that for the year ending June 30, 1960,
the supplemental carriers received operating revenues of $50,417,000 for their
civiian and military charter sales while grossing transport revenues of
$13,580,000 in operations other than charters. (These statistics do not include
revenues of two carriers which are involved in enforcement proceedings for viola-
tions of their authority as large irregular carriers.) Of all the earriers oper-
ating supplemental services, 76 percent of the total nonecharter revennes were
received by only three carriers. Of these three carriers, one is now bankrupt
and another is operating only pending appeal of the Board decision denying it
continuing authority. The third carrier although receiving 40 percent of its in-
come from individual ticket operations, showed a net loss on all operations of
$577,000 in 1960, and $1,350,000 in 1959.

A vast majority of the supplemental carriers, therefore, are not engaging in
individual ticketing or waybill operations. In fact, 14 of these carriers engaged
in no individual ticket or waybill operations during the 12 months preceding
June 30, 1960. It is my conclusion. therefore, that since only a limited few
carriers have used the individunal ticket and waybill authority from 1955 to
the present, little need exists for this type of service. If, at any time, an
emergency should develop requiring the services of the supplemental earriers for
purposes other than charters, the Board can invoke its authority under section
416(b) of the act to authorize such operations,

The Board has encouraged the supplemental carriers to develop the charter
market by permitting these carriers to operate a charter exchange whereby a
charter group is assured of the availability of an aircraft to suit its needs by
negotiating with one central source which in turn has available the entire sup-
plemental air carrier fleet. The Board disapproved a similar arrangement organ-
ized by the trunkline carriers to protect the supplemental earriers from un-
warranted competition in developing the charter market. It is my firm belief
that the future of the supplemental air earrier industry lies in the further de-
velopment of the charter market—and not in attempting to engage in route-type
operations of any kind.

One additional point requires elaboration. One of the billls (H.R. 7318) under
consideration proposes an amendment of section 401 of the Federal Aviation Aet
to authorize the Board to issue supplemental certificates for interstate, oversea,
and foreign air transportation. It is urged that the amendment be limited to
interstate operations only. Currently, the international routes to and from the
United States are served by several U.S.-flag carriers who are competing with
approximately 67 foreign air carriers. As a result of this competition, the
market for the U.S.-flag carriers has decreased substantially each year for sev-
eral years., In 1950 our flag carriers carried 74.7 percent of the market, but in
1960 carried only 54.7 percent of the total passenger traffic. Although the
traffic in numbers of passengers has increased considerably during this period,
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unlimited competition by the supplemental carriers could very well cause the
frequency and quality of our flag services to deteriorate. This in turn would
seriously affect their financial condition.

The Board has certificated 10 all-purpose earriers to operate major interna-
tional routes. Five of these carriers reported losses on their international opera-
tions for the years 1959 and 1960. The U.S. international all-cargo carriers are
also experiencing severe financial difficulties as is an all-cargo carrier on an
oversea route. The certification of an unlimited number of supplemental carriers
in the international field may well pose a further threat to the financial condi-
tion of the existing carriers on these routes.

The large irregular carriers, predecessors to the supplemental air carriers,
have had authority to operate cargo flights internationally, but few have sought
to use this authority over the years. It is apparent, therefore, that little need
exists for oversea or foreign supplemental air transportation of any kind and it
is urged that such authority be deleted from the proposal.

Failure to include oversea and foreign supplemental air transportation in the
proposed amendment does not mean that the supplemental carriers will be ex-
cluded from participation in either civilian or military international move-
ments— as again the Board has ample authority under section 416(b) of the
act to exempt air carriers for individual flights or for operations for a limited
time for any national defense need or other emergency.

Respectfully submitted.

CHAN GURNEY.

Mr. Wintiams. Does that conclude your statement ?

Mr. Boyp. Yes, sir; that concludes my statement.

Mr, Wittiams. Mr. Chairman, have you had an opportunity to look
over the bill that was introduced by Mr. Collier ?

Mr. Boyp. No, sir: we had no knowledge of it until we came to the
meeting here this morning.

Mr. Wintrams. In view of that, I am wondering if you might study
it within the next few days and possibly submit a statement to the
committee on that bill.

Mr. Boyp. Yes, sir; we would be happy to do so.

(The report requested appears on p. 6.)

Mr, Wituiams. Mr. Friedel ?

Mr. Frieper. Mr. Boyd, in the recent hearings on the international
travel bill, Mr. Hans B. Thunell, general sales manager of the Inde-
pendentAirlines Association, said:

The U.S. Government should review the present Civil Aeronautics Board's
regulations which prohibit the practice of chartering airplanes in connection
with tours unless they are bona fide groups.

He mentioned that to be eligible, these groups must not be formed
specifically to promote travel and that persons to qualify for a group
charter flight must be members of an eligible organization at least
6 months. ) ]

In his testimony on the travel bill, Mr. Clayton Burwell, president
of the Independent Airlines Association, said :

The difficulty with attracting large masses of European and other fares to the
United States through the further development of the charter market arises
from the fact that the Civil Aeronautics Board has imposed a very narrow defi-
nition as to what constitutes a bona fide charter in a document known as the
Transatlantic Charter Policy.

He mentioned the 6-month membership requirement and the limi-
tation of the size of the group eligible for a charter. Mention also
was made of the restriction placed on a charter flight of the English
Bar Association group to attend a meeting here in Washington last
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summer which, I understand, resulted in forcing the up to go to
Montreal, Canada, and come down from there to Was 1ngton.

It has been pointed out to me that in H.R. 75 12, on page 2, beginnin
at line 3, there is a definition of charter operations that would elimi.
nate this 6-month-club-membership requirement and permit the in-
dependent airlines and the other airlines to fly tourists and sightseers
to and from Europe without this redtape.

Do you have any comment on this?

What would be the effect of writing this new definition of charter
operations intolaw? Would you want tostudy this?

Mr. Boxp. Well, I can say this, Mr. Friedel. The Board has a
proceeding which will be set down for public hea ring in the near fu-
ture which will delve into this entire question.

Mr. Frieoer. I have one more question.

On page 3 of your statement you mention the total of 25 such cer-
tificates of these supplemental airlines. Are they all operating ?

Mr. Boyp. No,sir. We have 23 operating, Mr. Friedel.

Mr. Friever. There are only two that are not operating ?

Mr. Boyp. Only 2 of those 25, yes, sir: 3 of the 25 I beg your
pardon. We have one in this group that comes under the interim
operating authority of Public Law 86-661 passed last year, so that
there are 3 of the original 25 who are not operating.

Mr. Frieoer. Now, do you know how long they have not been
operating ?

Mr. Bovn. Yes, sir. T think we have the information here. Would
you like the carrier by name?

Mr. Frieper. If you have it there, yes.

Mr. Bovp. All right, sir. General Airways, Inc., had a 5-year cer-
tificate which was to expire in 1964, March 30. It has had no opera-
tions in 1960 or 1961.

Mr. Corrrer. Will the gentleman yield at that point ?

Mr. Frieoer. 1 yield.

Mr. Corrier. I wonder, Mr. Boyd, in the interest of making the
proper evaluation of the legislation before us, if the committee could
not be furnished with a record of the extent to which holders of :-ml'}-
plemental certificates have used them since 1959, the report to include
the dollar revenue and the passenger-miles in each instance ?

Mr. Boyp. We are having that prepared at the moment, Mr., Collier,
and should have it to you within 48 hours, just exactly what you
asked for.

Mr. Corrier. Thank you.

Mr. Boyp. That would include, of course, the information that Mr.
Friedel is seeking.

Mr. Frieoen. Would that be voluminous?

Mr. Bovp. No, sir. I think it might run maybe four sheets, but no
more than that,

Mr. Frieoer. Mr. Chairman, T ask to have it incorporated in the
minutes of the record.

Mr. Wirtiams. The committee will be glad to receive that state-
ment.

(The statement referred to follows:)
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ExmisiT A
9

SUPPLEMENTAL AIR CARRIERS CERTIFICATED IN Docker 5132

Transport revenues and revenue passenger-miles by carriers for the calendar
years 1956 through 1960

TOTAL FOR 23 CARRIERS?

[In thousands]

Transport revennes
=9 Ap 0, T Total

Individ- Individ- Charter P ssen

|
i ually ually e did ey miles
|

tickoete waybilled
s 3 rel Civilian ‘ Military

Amount:

74
L]
59

5

AMERICAN FLYERS AIRLINE CORP.

Weighted avernge, &
YOars. . cmmeeea

Amount;
1

1988. .. - -
P00 Ll

Total, 5 years........—.

Percent of total for carr

ighted average, §

See footnotes at end of table.
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SUPPLEMENTAL AIR CARRIERS CERTIFICATED IN DOCKET 5132—Continued

Transport revenues and revenue passenger-miles by carriers for the calendar
years 1956 through 1960—Continued

BLATZ AIRLINES, INC.

[In thousands]

Transport revenues I

|  Total
- revenue
Individ- Individ- Charter

Passengers
ually ually Total miles 3
ticketed wavbilled
| passenger freight

Civilian 1 Military

Amount:
1956

|
o [T i,

TOL AIRWAYS, INC.

Amount:
1956, 3 $60 $4, 957
10567 % b5 6, 642
1958_ 1 3 i &, 387

5,016

6, 493 12, 565

43,072

Weighted average, &
ag . e St
1

See footnotes at end of table.
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SUPPLEMENTAL AIR CARRIERS CERTIFICATED IN Docker 5132—Continued

Transport revenues and revenue passenger-miles by carriers for the calendar
years 1956 through 1960—Continued

COABSTAL AIR LINES $

[In thousands]

Total
revenue
passenger-
miles 2

Individ- Individ- Charter

ually ually Total ?
ticketed | waybilled
passenger freight Civilian Military

Transport revenues ? ‘
|
|
|

Amount:
1056

A

Total, 5 years.....

87

“100 |

68

Weighted average, 5

FORIE . e

Total, § Years.ceeaauaac--

Percent of total for carrier:

Weighted average,
years

Amount;

14 . - £191
1957 .. - b |- £ 474
1958 .. 3 - § 486
1950 = 7 : 411
1960 .. H & 396

Total, 5 years 4K i 1,958

Percent of total for carrier:
10000 e
1057,
1958 ...
1080 ...

See footnotes at end of table.
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SUPPLEMENTAL AIR CARRIERS CERTIFICATED

IN DocgeEr 5182—Continued

Transport revenues and revenue passenger-miles by carriers for the calendar
years 1856 through 1960—Continued

JOHNSON FLYING SBERVICE, INC.

[In thousands)

Transport revenues ?

| rvenue
Individ- Individ- Charter passenger-
ually ually s Total 2 miles 3
ticketed | waybilled
| passenger freight

Civilian Military

Amount:

Weighted ave
years. ...

MANTZ AIR SERVICE:

Amount
1956 (%)

51

Total, 5 years.

Percent of total for carrior:
1956,

Weighted average, 5

TRANSPORT, INC,

Amount: |
AT 22 |

17
ol |
o0 |
135 |
355 |

YOS,
259
1960,

Weighted average,

See footnotes at end of table,
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SUPPLEMENTAL AIR CARRIERS CERTIFICATED IN Doocker 5132—Centinued

Transport revenues and revenue passenger-miles by carriers for the calendar
years 1956 through 1960—Continued
OVERSEAS NATIONAL AIRWAYS

[In thousands]

Transport revenues ?

Individ- Indjvid- Charter

ually ually Total
ticketed
passenger 4 | Civilian Military

Amount:

1960 .-

Total, 5 years.-.

average,

PREBIDENT AIRLINES, INC.®

Weighted average,
R A

See footnotes at end of table.
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32—Continued

b ¥

SUPPLEMENTAL AIR CARRIERS CERTIFICATED IN Docker 51
Transport revenues and revenue passenger-miles by carriers for the calendar
vears 1956 through 1960—Continued

QUAKER CITY AIRWAYS, INC

[In thousands]

Transport revenues *

Charter

Civilian Military

Amount:

Total, 5 years

of total for carrier:

VANCE ROBERTS
1.  Efl
R

mder Public Law 864
No reports filed for

[Received interim operating authorit
Dee. 17, 1960.

SATURN AIRWAYS, INC.Y

Transport revenues

Charter

Amount:
1

Total, 5 years_
nt

of total for carrier:

Welghted average,
YOuTS. .« yeuw-

See footnotes at end of table,
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SUPPLEMENTAL AIR CARRIERS CERTIFICATED IN Docker 5132—Continued

Transport revenues and revenue passenger-miles by carriers for the calendar
years 1956 through 1960—Continued

SOURDOUGH AIR TRANSPORT

[In thousands]

Transport revenues ?
Total
revenue
Individ- | Individ- Charter passenger-
ually ually miles ?
ticketed | waybilled
passenger freight Civilian Military

Amount:

Weighted average,
Ty PR

Amount;

1856 - 5 v . . B £405
246 |..
154 |
402

Total, 5 years.......-

Percent of total for carrier:

1f
1954
1960

Weighted average,

Total, 5 yeuars.

1 of total for carrier:

Weighted average, 5

See footnotes at end of table.
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SUPPLEMENTAL AIR CARRIERS CERTIFICATED IN DoCKET 5132—Continued
Transport revenues and revene passenger-miles by carriers for the calendar
vears 1956 through 1960—Continned
STEWART AIR SERVICE

{In thousands]

Transport revenues ?
i : - Total
| revenue
Individ- | Indivig- | Charter passeng
unlly | ually — | Total? miles 3
ticketed | waybilled
passenger | freight | Civilian Military

Amount:
1056 . .
1967
1058 ...
1950, ... - ? -3
1960 = =1 4 3001 R | s i f 10, 706

Total, 5years..._____._.. 31, 957

Percent of total for carrier
1956

Weighted average,
vy P e st SRR

Amount: |
1056 e e P e L $40 $1,950 |

| G-
1957 2]
1058 o phernis -1 5 31
1960..._. A . 249 1,316

1860

Weighted average
Years. ...

Amount
1856 $174 i $1, 783 i1, 646
1957 2 3, 752 440 103, 48
1068 .. o . . . 1, 265 » S0 i, 35 252, 348
1980 .. s b i, 12 2, 387 , 154 300, 222
ity : t 4, 602

722, 766

See footnotes at end of table.
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SUPPLEMENTAL AIR CARRIERS CERTIFICATED 1IN Docker 5132—Continued
Transport revenuwes and revenwe passenger-miles by carrviers for the calendar
wears 1956 through 1960—Continued
1.5, OVERSEAS AIRLINES, INC.

[In thousands]

Transport revenues ?

Y Il 4 Mokl

revenue

| Individ- | Individ- Charter passenger-

| . uslly uslly e ) miles
| | waybilled | |

| passenger | freight | Civilian | Military
£ o, |

Amount:
19 56, 504
107, 104
182, 140
204, 368
190, 443

Total, 5years o cooarooao v, 3! y 23 3, 34 -il,-lt:,';'

Percent of total for carrier:
- 100

100
100
100 |..
100 |..
Weighted
Ly e L ) ) 100 |-

Amount:
$582

Total, b years. .-

Percent of total for earrier:
r

Weighted average,
CL PR SRR = - 15

1 Total for th arriers described on pp. 2 through 24 of this exhibit. The 23 earriers are comprised of
22 carriers cert cket 5132 and 1 carrler, Vance Roberts, that received interim operating authority
under Public Law 86

1 Doex not inelu !munr amonnts for exeess baggage andfor misecellaneous other transportation.

1 Total for individually ticketed and charter Higits. Breakdown by type of flight not available for
periods prior to Jan, 1, 1961,

4 Less than 0.5 percent.

} Formerly Coastal Cargo Co., Ine. Name changed June 27, 1960.

¢ Less than $500,

7 Formerly Regina Cargo \iriln.‘: Ine. Name changed June 27, 1960,

& Certificate currently held by President Alrlines was transferred from California Eastern Aviation, Ine.,
effective June 23, 1960, Data ‘:hnu. n herein for 1960 reflect operations of President Airlines. California
Eastern had performed no transport operations.  Its income was derived from rental of aireraft to others,

% Formerly All-American Airways, Ine. Name changed Nov. 9, 1060.

1 Formerly Los Angeles Air Service, Inc, Name changed Dec, B, 1960.

Source: CAB form 242 reports.,
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Mr. Boyp. I would like to apologize for not having this informa-
tion available today but we have been occupied in some crises lately.

Mr. Wirniams. Mr. Springer ?

Mr. Seringer. Mr. Chairman, I think you made an excellent state-
ment,

I have just a few questions.

The first section of this bill has two definitions as to existing law,
one of which is a definition of “supplemental air transportation.”

Mr, Bovyp. Is this 7318 or 7512¢

Mr. Seringer. I am talking about 7512.

Mr. Boyp. Yes, sir,

Mr. Seringer. This definition provides that—

‘Supplemental air transportation’ means air transportation rendered pur-
suant to a certificate of public eonvenience and necesgity.

Now, the term “air transportation” is defined in existing law to
mean—
interstate, oversea, or foreign air transportation, or the transportation of mail
by aireraft.

Is the effect of this definition to permit supplemental air carriers
to transport mail and receive compensation therefor under section
406, including a so-called subsidy payment?

Mr. Boyn. We do not so construe this definition.

Mr. Serineer. Has there been any legal interpretation?

Mr. Boyp. No, sir, not to my knowledge.

Mr. Serineer. Insofar as you know, that problem has never been
raised ?

- Mr. Boyp. That is correct, sir,

Mr. Spriner. Do you concur in that, Counsel ?

Mr. Wanxer. Yes, sir.

Mr. Serineer. I presume, as a result of the answer to the last
question, that there are no supplemental air carriers oresently re-
ceiving compensation under section 406 for transportation ?

Mr. Boyp. That is correct.

Mr. SeriNcer. Does the Board presently permit unlimited charter
operations by supplemental air carriers?

Mr. Boyn. Yes,sir. We do. There is no restriction on the charters
that can be operated.

Mr. Seriver. You never have sought. to put any on ?

Mr. Boyp. No, sir. Now, they have to seek exemption authority in
international movement, but, so long as the charter group conforms
to the Board’s requirements, there has been no restriction on the
supplementals as to the carriage.

Mr. Seriveer. Any number of flights?

Mr. Boyp. That is right, sir.

Mr. SeriNger. Anywhere?

Mr. Boyp. Domestic, yes, sir. On domestic there is no require-
ment for seeking Board authority. This is a certificate authority that
the carriers have domestically.

Now, internationally they do not have certificate authority so
that they have to request an exemption from the Board in order
to engage in international air transportation. The Board is cur-
rently considering granting a blanket exemption whereas in the past
we have dealt on an individual exemption basis,
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Mr. Serineer. You have considered each case on each request,
is that right?

Mr. Boyp. Yes, sir.

Mr. Friepen. Will the gentleman yield on the same point?

Mr. Seringer. All right.

Mr. Frieper. One of my questions was:

Mention also was made of the restriction placed on a charter flight -of the
English Bar Association group to attend a meeting here in Washington last
sumimer,

Mr. Boyp. Yes, sir. i

Mr. Frreper. Why was it turned down? As I understand it, they
engaged a foreign charter service and the American air lines lost it.

Mr. Boyp. There was no homogeneity to the group such as is re-
quired by the regulations of the foreign carrier who sought the charter
authority, the IATA regulations. The foreign carrier was BOAC,
which is a member of the International Air Transport Associatio:
as are the American carriers and most of the scheguled carriers o
the world. .

The International Air Transport Association has a charter provi-
sion in its rules which provides for a homogeneous group, a limita-
tion on the total membership of the group, and a time period of
membership, plus the fact, as you related in your earlier question,
that one of the requirements is that the group cannot be formed for
purposes of obtaining travel by charter.

Mr. Frreper. They cannot

Mr. Boyp. That is right. That is the provision of the IATA regu-
lation, and one that the Board has followed in international air
transportation so far as U.S. operations are concerned,

Mr. Frieoen. You know that we are trying to encourage a lot of
tourists to come to the United States and cheap cost in charter service
would help.

I am wondering whether American airlines or the supplemental
airlines or any airlines will lose out to the foreign airlines.

Mr. Boyp. Of course, you have to go back to your last question.
This was a foreign air line that lost out last year on this charter
operation. You get into a matter of philosophy, Mr. Friedel, and
in this connection I can state that one of the things the Board has
sought in its appropriations request this year, that I am a little
hesitant to mention after the long time that the large irregular
investigation took, is $50,000 for a study.

We still do not know exactly where these supplementals should
fit.

We feel very strongly that the supplemental carriers have a defi-
nite place and I think we have put on record our support of sup-
plemental carriers, but we are seeking $50,000 to study the role of
the supplemental carrier.

We feel that 7318 here would give us the flexibility to deal with
this problem once we find out exactly where we should go and one
of the things we have to figure out is to what extent can we o in
the international charter field without doing injury to our certiticated
route Carriers.

Mr. Friepen, That is not my purpose. I want to keep the cer-
tificated carriers going because I am very much interested in Friend-

72536—61——3
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ship and we have oversea flights out of Friendship now. I want
to know what we can do to encourage more tourists to come to the
United States.

Mr. Boyp. We have the same aim, then. We would just like to

t some answers that we are not apparently able to get through the

earing process.

Mr. Jarman, Will the gentleman yield ?

Mr. SeriNger. 1 yield to the gentleman for a question.

Mr. JarmaN. In {ine with Chairman Boyd’s comment just a moment

0 with reference to the request for $50,000 for a St-m{y of the role
of supplemental air carriers, wh%' should we not wait until the re-
sults o% that study are made available to the Board and to Congress
to write permanent legislation on this subject?

Mr. Boyp. Well, the permanent legislation that we are seeking, Mr.
Jarman, would give the Board the flexibility to establish certificate
authority in the %ut.ure as we develop greater information and under-
standing. There is not going to be, in my judgment, anything coming
out of a study that would go to contravene the policy which the
Congress will establish by the enactment of H.R. 7318, but rather
the study would be to give the Board a sense of direction as to
whether it should turn right or left on the road that we are headed
by the enactment of this bill, if I make myself clear.

Mr. JarmaN. Just one more question. Could you be a little more
definite as to what kind of questions the Board wants answered under
the $50,000 appropriation study ?

Mr. Boyp. All right, sir. One of the questions very specifically
would be the effect of broadening the charter restrictions on the sup-
plementals and on the route carriers.

Another would be in the area of what are the economics of oper-
ating at a restriction of the 10 individually ticketed flights per
month as opposed to, say, 16 or 12.

Some of us have an impression that 10 may not be a magic num-
ber, and it may not be beneficial for the supplementals to be able to
operate only 10, or whatever.

We do not know and there is not sufficient knowledge available to
us today to say what should be the proper number of individually
ticketed flights per month to enable the supplementals to live.

Mr. Jarman. But, with that type question yet to be answered and
adequate information gained on that type uestion, you still feel that
the Congress should go ahead under H.R. 7318 an. pass the perma-
nent legislation ?

Mr. Bovp. Oh, absolutely. Absolutely, because this legislation
would give us the authority to act on experience gained and informa-
tion gained through the study.

Mr. Jarman. Thank you.

Mr. Seringer. 1 yield to Mr. Collier,

Mr. Corrier. Just to pursue that one step further, Mr. Boyd, is it
not possible that the present flexibility of the laws governing such
supplemental carriers has made a positive and fruitful study a little
more difficult and is it not true further that the continued flexibility
will make this study more difficult in the years ahead ?

Mr. Boyp. Not in our judgment, Mr. Collier; no, sir.
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Mr. Serincer. Let me ask you this just to pursue that, Mr. Chair-
man. Is it possible that the study would result in additional amend-
ments to the law being requested by the Board ? ;

Mr. Boyp. Well, Mr. Springer, when you ask me what is possible,
I say anything is possible but if it is “Is there a probability,” the
answer would be “No.”

Mr. Sprincer. Do you not think it would be well to wait? You
do not think the possibility of what might happen in the intervening
time would make it worth waiting?

Mcr. Boyp. No, sir.

Mr, Seringer. Mr. Chairman, I trust that you have certain figures
for this during the last year, do you not, 1960 ¢

Mr. Boyp. Yes, sir.

Mr. Serivcer. As to what is being siphoned out or what is being
undertaken by the supplemental carriers?

Mr. Boyp. Yes, sir.

Mr. Seringer. Do you have any figures which you could come for-
ward with as to, for instance, the number of planes involved in sup-
plemental operations? This is a pretty big question. I would like
to get the overall picture of how Lig this operation is, roughly.

Mr. Boyp. Let me see if we have that information available here.

All right,sir. I can give you figures here.

M;‘. Serincer. First, can you give the number of planes in opera-
tion ?

Mr. Boyp. Yes,sir. The total is 168.

Mr. SeriNGeR. 168 planes?

Mr. Boyp. Yes, sir.

Mr. Springer. Carrying how many passengers?

Mr. Boyn. Well, we do not have passengers by number, but in 1960
the certificated supplemental carriers generated 1.8 billion revenue
passenger-miles.

y I\II; SeriNGer. Now, how many planes would the route carriers
ave?

Mr. Boyp. The route carriers?

Mr. Serincer. The U.S. route carriers, the territorial situation,

Mr. Boyp. My recollection is that the figure is right at 2,000, It
might be 2,032.

Mr. Serincer. I think, as I recall by your own figures, that you
used the figure that the supplemental carriers took 4.3 percent of the
business; is that correct?

Mr. Boyp. Yes,sir. That is for fiscal 1960.

Mr. WiLLiams, That is not the ticketed business, is it? That in-
cludes cargo and charter flights and everything ?

Mr. Boyp. This is their total business, Mr. Chairman, military,
civilian, everything.

Mr. SeriNger. Four and three-tenths percent.

Mr. Boyp. That is of the total number who traveled by air.

Mr. SeriNger. Now, do you have any figure as to the total diver-
sion from the scheduled industry ?

Mr. Boyp. No, sir.

Mr. SeriNGer. Let me give you these figures—21,338,000.

Mr. Boyp. Yes, sir.

Mr. Serincer. Is that right? I think my auditor is pretty good.
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Mr. Boyp. I would not question the figure as an accurate sum of
several parts, Mr. Springer. However, when you start talking about
diversion, you get immediately into <he question:

Mr. SeriNcer. Iam talking only of ticketing.

Mr. Boyp. Yes, sir. I do not know whether we have individually
ticketed figures. I have no question about the accuracy of this figure.
I do not have it in mind and would like to check it.

Mr. Seringer. Let me ask you this. Do you have what is ordi-
narily called the legitimate supplemental carriers, those who have
been operating within the law?

Mr. ?iem'o. Yes, sir.

Mr. Serineer. Do you not have a group within the supplementals
that are carrying supposedly illegally as determined by your own
Board ?

Mr. Boyp. Yes, sir.

Mr. SpriNGEr. You do. That together comes to roughly 21 million
Those are my figures. '

Mr. Boyp. Iam trying to check these figures.

Mr. Seringer. Is i¢ true that about 90 percent of the above diversion
was not supplemental but it was either as a result of what you have
determined to be illegal or it was duplicated schedule service in well-
served, high-density areas?

Mr. Boyp. I will have to submit that, Mr. Springer. I have still got
to try to make one point, however, and that is the mere fact that a
supplemental carrier operates between, say, Chicago and Los Angeles
which is certainly well served by certificated route carriers cannot be
taken, in my judgment, to mean that the passengers carried on the
supplemental are being diverted from the regular route carriers.

r. SeriNger. All right. Now would you explain that a little
furtheré if that is your position? Would you explain what you mean
by that

yMr. Boyp. Well, my position is really one of being on the fence. I
am merely saying that I do not believe one can take this as the gospel
that, because a person flew between Chicago and Los Angeles, for, say,
$60, and I do not know what the fare is, as opposed to flying on a
regular route operation for $105, means that that person would auto-
matically have paid $105 to go to Los Angeles by th route carrier. I
do not think you can say that.

Mr. Serincer. I think there is a possibility of what you say being
true but, if I understand air travel very well, I think most of the heople
who are going to go, if they have determined they are going by air
travel, they are going to go. There might be a small percent. ~You
would not say that the percent was very large who would not do that
by virtue of the fact that it was $65 as opposed to $105%

Mr. Boyp. Well, this is one of the areas where we would certainly
like to have some answers, and what I say is pure speculation, but, if I
might give an example based on some personal experience which I
acquired long before I became associated with the CAB, my home is in
Miami, Fla., and I was interested in surface transportation and I
watched the decline of railroad passenger transportation. At the same
time the supplemental air carriage from Miami to New York was in-
creasing by leaps and bounds.

Mr. Srrincer. Miami to New York?
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Mr. Boyp. Yes, sir; and I think that there may well be more than
a very minor percentage who would go by surface transportation
rather than flying.

Mr. Serincer. You have never made a study of that really, have
yout

Mr. Boyp. No,sir. That is one of the things that I would be hopeful
that we could get into in this study.

Mr. Witiams. Would the gentleman yield at that point ?

Mr. SeriNcer. Yes, I yield.

Mr. Winniams. Did you also experience the same kind of increase in
passenger travel over the regularly scheduled carriers?

Mr. Boyp. Yes,sir. I do not know percentagewise. Of course, the
supplementals started from zero, but the regular route air carriers
certainly expanded their services tremendously.

Mr. Wirriams. Is it not generally assumed or is not the argument
made that those persons who would be traveling between Miami and
New York City, for instance, on the supplemental carriers would be
passengers who were primarily diverted from the train service rather
than from the regular scheduled air carriers?

Mr. Boyn. From train or bus, yes, sir. That argument is made.

Mr. Wrirrams. Is there any validity to that argument?

Mr. Boyp. That we do not know, Mr. Chairman, and we would
like to know. This is a very difficult thing to ascertain. My own
feeling is that about the only way you can really tell is to put some-
body on board an airplane or at an air terminal and ask and take
samples of passengers and rest on what they tell you, and this is one
of the things we would like to accomplish.

Mr. Serincer. Mr. Chairman, the great bulk of the business done
by the supplemental air carrier ticket service is done between major
markets in this country, is it not ?

Mr. Boyp. Yes, sir.

Mr. Serincer. There is no question about that, is there?

Mr. Boyp. Yes,sir. So farasT know, all of it is.

Mr. SeriNeer. Now, most of this would be between such markets as
New York-Miami, Chicago-Miami, California to Hawaii, and New
York to Los Angeles or New York to San Francisco, is that true?

Mr. Boyp. Yes, sir. I think so.

Mr. Serinaer. Now, in what days of the week is that being done?

Mr. Boyp. I do not believe we have any figures on that, Mr.
Springer.

Mr. Seringer. Is it not a fact that this concentrates on weekends,
for instance, Saturday and Sunday ?

Mr. Boyp. I would thing that is correct.

Mr. Serincer. If you are going to have a regularly operated sched-
uled airline, can you have a supplemental carrying on weekends and
your regular carriers carrying during the weekdays? TIs that a fair
competition? I am trying fo get these fundamental things on top of
the table so that we can look in perspective on what is being done.

Mr. Boyp. The subject we are dealing with really involves purely
and simply matters of degree, Mr. Springer, as T see it.

I would not limit myself to that alone but, so long as the supple-
mental operation does not appear to injure the operations of the regu-
lar route carriers, then I would say this is well and good.




34 LIMITED AIR CARRIER CERTIFICATES

Mr. Seringer. You used the words here that they do have service.
What I am trying to find out is, if they do have service, is it a service
that you say 1s needed and how much injury is done, if any is being
done, to the regular carriers which you certificated and which we cer-
tainly want to remain at what we would term a reasonable profit?

Would you like the question read ?

Mr. Boyp. Yes, sir.

Mr. Serincer. Would you read the question ?

(The question was read by the reporter.)

Mr. Boyp. We certainly are in accord with the basic policy. It is
the Board’s policy to try to establish and maintain a healthy operation
for the certificated route carriers.

Now, there are several things that come into this question of the
supplemental operation. One is that a portion of the revenue pas-
senger mileage that you referred to earlier has been operated by car-
riers whom the Board has found to be operating illegally and has
tried to put out of business.

We have been advised that, as of yesterdaf', the Supreme Court
denied the petition for certiorari involving the Great Lakes group
whom the Board had ordered to cease and desist operations.

That Great Lakes group comprises four carriers who, in our judg-
ment, have been the greatest violators.

Mr. Seringer. May I insert at this point that last year that was
9,764,000 by that group alone. I think these figures are accurate. I
believe they are accurate.

Mr. Boyp. We have been after them a long time and finally we feel
that we were successful and I am confident that the legitimate supple-
mentals will applaud our efforts in this regard, too.

Mr. Seringer. Mr. Chairman, let me follow another point.

Have you finished ?

Mr. Boyp. No, sir. I wanted to point out two other things.

One is that the argument is made, as the Chairman just stated, that
these passengers come from surface transportation rather than being
diverted from air. '

Mr. Seringer. That is something, Mr. Chairman, that you said you
did not know anything about a minute ago.

Mr. Boyp. That is right.

Mr. Serincer. This 1s only a supposition

Mr. Bovp. That is right. That is exactly right. It is, and T am
not trying to put it in any other terms but I want this point to be in
here as a definite possibility.

The third is that the Department of Defense has made very strong
statements to the effect that they need these carriers as civil augu-
mentation of military airlift. Now, they do not provide these
carriers with sufficient revenues to maintain their total operation.
Therefore, if this objective of Defense is right and proper, and cer-
tainly we think it is, there has to be some area in civilian commercial
operation for them to catch up their slack.

Mr. Serincer. Let us just stay on this question of revenue for a
moment. Let us just take the New York to Miami market. Do you
know anything about what was taken up by supplementals on those
routes last year?

Mr. Boxp. No,sir. Thaveno idea.
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Mr. Seringer, Well, that comes to about $19 million. That is
pretty sizable for just one route between two points, is it not? That
1s a rather sizable amount of money, is it not, $19 million?

Mr. Boyp. That is a lot of money for me.

Mr. Seringer. That is only between New York and Miami.

Mr. Boyp. May I ask you, sir, where these figures come from?

Mr. Seringer. These come from your own records so that I sup-
pose they are accurate.

I was amazed to know that there was that much business being
taken from the regular routed carriers, regular certificated carriers,
just betwen two points in the country.

I do not have the figures, for instance, on New York to San Fran-
cisco or Los Angeles or the west coast to Hawaii but this is cer-
tainly something to think about when you look at these figures.

Mr. Boyp. I am going to have to say, sir, that I am advised by m
staff here that we do not have figures broken down that coincide wit
those figures that you have quoted.

Mr. Seringer. If I am wrong about these and your figures show it,
will you put in the record what 1s right, then ?

Mr. Boyp. My understanding is that we do not have figures, sir,
that can be broken down that way, but I will give you the best
breakdown we have.

I would like to point out that, in 1960, the total revenues of these
carriers was $59 million of which 60 percent came from the military
and 40 percent came from total civilian operations including indi-
vidually ticketed as well as charter operations and, in view of the
fact that the Florida market has been declining, I have grave doubts
that the supplementals came anywhere near $19 million in that
market.

Mr. Seringer. Will you see if you can get the right figures into
the record if you conteng that these are wrong?

Mr. Boyp. Yes,sir. We will.

(Information on this subsequently was furnished by Mr. Burweel,
representing the Supplemental Air Carrier Conference.)

Mr. Seringer. Now, are you familiar with the New England to
San Antonio market ?

Mr. Boyp. No,sir. I know nothing of it.

Mr. SeringEr. Are you familiar with military travel between New
England and San Antonio?

Mr. Boyp. No, sir.

Mr. SeriNger. Is your counsel or your technician here ?

Mr. Boyp. Just a moment.

No, sir. We have no knowledge of this as a market.

Mr. Seriycer. Iam talking about military travel.

Mr. Boyp. No,sir. Wehave no knowledge of it.

On military travel, if you are dealing with past figures, you may
have figures which could not have come from the Board, however,
on part 45 operations.

Mr. Seringer. What are part 45 operations?

Mr. Boyp. Part 45 carriers are carriers who are not required to be
certificated by the Board. They are contract carriers and they are
not under the Board’s jurisdiction,

Mr. Seringer. 1 am talking about ticketed revenue.
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Mr. Boyp. We have no knowledge of that.

Mr. Serivaer. These figures indicate that it is in the neighborhood
of 1,400 from New York to San Antonio and Chicago to San Antonio.
Would you see if you can verify that? That is fairly substantial.

Mr. Born. We will try to do that.

(The Board subsequently advised the committee that these figures
are not available.)

Mr. Serinvaer. That would be in the neighborhood together of al-
most 100 per day New York to San Antonio and Chicago to San
Antonio.,

Mr. Boyp. Yes, sir.

Mr. Seringer. There is one further major question and then I am
through, Mr. Chairman.

You say that the illegally carrying supplementals will now be pre-
vented from carrying further, is that correct ?

Mr. Boyp. The four who comprise the Great Lakes group so far
as we know are out of business as soon as the Supreme Court mandate
comes down.

I do not want to make the statement that there will be no more
illegal movement but I can assure you that, if there is, we will bend
every effort to bring it to an immediate halt.

Mr. Seringer. Now this question: Do you have presently on hand
what are called dormant eertificates?

Mr. Boyp. Dormant certificates?

Mr. SprinGer. Yes.

Mr. Boyp. Yes, sir.

Mr. Seringer. How many?

Mr. Boyp. Well, that requires a definition of dormanecy. We have
these three certificates that I was beginning to tell Mr. Friedel about
earlier which have not been operated. General Airways, Arctic-
Pacific, which you may recall was involved in that tragic accident in
Toledo, Ohio.

Mr. Seringer. Yes; I remember Arctic-Pacific.

Mr. Boyp. Their certificate expired March 31 of this year. Their
last movement of which we had any knowledge under their certificate
was in July of 1960.

Mr. SerinGer. And the other dormant certificates.

Mr. Boyp. Aviation Corp. of Seattle doing business as Westair.
The last. operation under that to our knowledge was February 1960.

Mr. Seringer. Are those the only dormant certificates?

Mr. Bovp. To our knowledge.

Mr. SeriNcer. Are you well advised on that? T am not question-
ing it, Mr. Chairman, at all. T am just wondering if that is accurate
as fo the number of dormant certificates.

Mr. Bovp. I would like to submit a statement. Your question
would have to be directed to my staff as to whether I am well advised.
I think I am.

Mr. Serixger. Is there anybody on the staff who can answer how
many dormant certificates of any kind of character, how many
dormant certificates of all kinds you have presently ¢

Mr. Boyp. I will stand on my answer but I woult{ like to furnish
you a statement for the record.

Mr. Seringer. All right.
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Mr. Serincer. I am assuming that there are more than that. I
am not saying.

Mr. Boyp. Yes, sir. Of course, I would like to know what the
definition of dormancy is.

Mr. Serincer. I am not an expert. All T say is that apparently
it is not being used to any substantial amount. Maybe it is one
where some fellow has a plane but in essence it is not being used.

Mr. Boyp. This counld create some problems on dormancy because
I think our statement to you is based on the fact that the certificates
have been utilized this year during calendar year 1961.

Mr. Serivcer. Have any of the certificates you mentioned been
renewed since the expiration ?

Mr. Boyp. We cannot renew any. We have no authority to renew
any.

Mr. Seringer. All right. Arctic then has not been renewed?

Mr. Boyp. I am sorry, sir. We have one other, Sourdough Air
Transport. Their latest operation was November 1960. They have
applied. Their certificate expired March 30, 1961. They have ap-
plied for remewal and under the Administrative Procedure Act
section 9(b) they are entitled to continue operation.

Mr. Seringer. What control do yon have over, we will say, the
Great Lakes operation from transferring to a dormant certificate?

Mr. Boyp. You mean from transferring the existing operation?

Mr. Seringer. Transferring the operation to a dormant certificate.

Mr. Boyp. Well, the transfer has to be approved by the Board and
that inclndes the question of fitness and, certainly, I could not pass
judgment on something that would come before us, but I would say
that the Board would have grave doubt about the fitness of someone
who has been put out of business after a strenuous effort by the Board.

Mr. Seringer. You do have some control over the transfer of the
certificate though?

Mr. Boyp. Yes, sir.

Mr. Serinaer. From we will say an operation like Great Lakes to
another operation?

Mr. Boyp. Yes, sir.

Mr. Serincer. Suppose that they merely transferred their equip-
ment over but qualified under the safety provisions and otherwise.
Would you have any real reason for disqualifying them further?

Mr. Boyp. Well, they would then be subject to Board jurisdiction
in any event under section 408 which has to do with acquiring control
and the Board would have essentially the same authority.

Mr, Serineer. Now back to this last point, Mr. Chairman,

Mr. Boyp. Yes, sir.

Mr. Serincer. Have you looked at the profit and loss statements
for the trunkline carriers for this last year?

Mr. Boyp. Yes, sir, I sure have. 1 see those figures at night when
I am trying to sleep.

Mr. SerinGer. Allright. T take it you are concerned.

Mr. Boyp. Very definitely.

Mr. Srringer. What was it for the first 4 months of this year?

Mr. Bovp. For the first 4 months of this year, my recollection is
that the carriers asa whole lost something like $12 million.
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Mr. SeriNaer. You are correct. In the same period last year it was
a net loss of about $914 million. This is the largest loss for any
comparable period since 1947 %

Mr. Boyp. That is right, sir. T do want to point out, Mr. Springer,
however, that you are talking about two completely different indus-
triesin 1961 and 1946.

Mr. Serineer. I understand that there are some differences and 1
am not going to take this too seriously but it is a startling difference.
By any standards it is a startling difference.

Mr. Boyp. It is.

Mr. Serineer. Last year the supplemental carriers did take in a
total of about $21 million. I think this is a rood thing that this
$50,000 has been allowed to find out how much is siphoned off, if
any, which the supplementals are now taking off the top of what
ought to be going to regularly scheduled carriers.

It seems to me that this is a problem which needs considerable
study if you are going to be fair about this thing all the way through.
That is why I am extremely hesitant right now, Mr. Chairman, to en-
ter into permanent legislation until we have some better figure about
what this whole supplemental problem is.

You asked for the diseretion and flexibility and I think possibly you
are entitled to it.

The only question that T am concerned about now is: Are you en-
titled to it in 1961 ¢

Mr. Boyp. Of course, in reaching that decision, you have to project
what you think is going to happen to the certificated route industry
in the future,

Mr. Seringer. That is true.

Mr. Boyp. And the projections that I have seen would indicate that
the regular route carriers are now just about at the bottom of the val-
ley.

)4.\[1'. SpriNGer. Do you think they are in a recession at the present
time or do you think it is a long-term problem ?

Mr. Boyp. Well, I think that. for any number of reasons includin r
the general economie recession this country has suffered, that the trunk
carriers have been going downhill. The figures I have seen, the pro-
jections, would indieate that they will start back up now and should

e in for several years of sustained growth and profitable operation
depending, of course, on what happens to the general economy because
commercial aviation is certainly more sensitive to changes in the gen-
eral economy than most other service businesses.

Mr. Springer. Mr, Chairman, I have no further questions at this
time.

I think I have had more than my share, but, I do think that this is
so serious that I personally have not made up my mind yet. I am
very hesitant to turn out anything in the way of permanent legislation
at this time. I think you can see some of the problems we are think-
ing about at this end.

Mr. Bovp. Yes, sir. We can certainly see some of those problems.
However, I think that you have to bear in mind that these ellows in
the supplemental business have put a lot of blood, sweat, and tears in
their business and the vast majority of them have tried to operate hon-
estly and legitimately within the framework of their certificates and
T think they are entitled to some protection,
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Mr. Serincer. I think everybody is entitled to consideration, Mr.

Chairman. I do think that, but I do believe that we ought to funda-
mentally have some idea where we are going in this whole question
of supplemental carriers and, when I see the number of miles and—
as you put it in your statement—the tremendous increase in miles
traveled by supplemental carriers, I am astounded. I did not have
those. That is rather substantial.

Thank you, Mr. Chairman.

Mr, WiLtiams. Mr. Jarman ¢

Mr. Jarman. Mr. Chairman, under section 2 of HLR. 7318, which
authorizes the Board to issue a certificate upon a determination of
fitness and ability, would the Board have different tests of fitness for
scheduled carriers and supplementals?

Mr. Boyp. Yes, sir.

Mr. JarmaN, Could you give us a few more details as to how these
tests would differ?

Mr. Boyp. All right, sir. In the first place, when you are talking
about fitness of a regular route carrier, you are dealing only in very
general terms. You do not really involve yourself with the question
of equipment. For example, regular route carriers are assumed to be
able to provide the type of equipment best suited for the market which
they seek to serve.

On the question of financial resources, I do not believe that the
Board should require such a ratio of assets to liabilities, for exam le,
of the supplementals, as we wonld of the route carriers primarily be-
cause the Lulk of their business has come and we think for a long
time will continue to come from the military, and they will be able
to finance their operations to a considerable extent on the basis of
military business.

Mr. Jarman. But, in that connection, would the Board go into the
question of whether the supplemental has capital enough to conduct
its operations?

Mr. Bovyp. Yes, sir. The operations that they seek to specialize in,
we certainly would. We would not, however, require any specific
amount for their overall operations. We would not, for example, re-
quire an amount of working capital which would enable a carrier, for
example, to operate 10 flights a month between every city pair in the
United States because that is not in the cards that they would operate
in such a manner.

Mr. Jarman. Then, as T understand it, you would be basing your
determination of fitness and ability on conditions that you consider
peculiar to the supplemental operation ?

Mr. Boyp. That is right ; absolutely within the framework that they
seek to operate.

Mr. Jarman, The other area in which T would like further comment
from you is this: In granting these carriers a blanket authorization
to operate 10 flights per month in the same direction between any
two points in the United States, is any consideration given to the
possible effect these flights might have on the scheduled carriers by
diverting traffic from the scheduled airlines to the supplementals?

Mr. Boyp. Yes, sir. At the time this 10-flight-a-month authority
was awarded by the Board, it made a finding that such operations
would not be detrimental to the regular route carrier operation. That
was based on a publie record.
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Mr. Jamyan. A general conclusion as to its effect on all the route
carriers?

Mr. Boyp. Yes, sir.

Mr. Jaraan. Based on the increased amount of business that the
figures in your statement indicate the supplementals have attained
cannot the diversion in some case dealing with a specific route carrier
be great enough to force a marginal scheduled earrier on subsidy ?

Mr. Boyp. Frankly, I doubt it, Mr. Jarman. When we are talking
about the increased travel here, you have to bear in mind that this
is the total of the business, military, charter, and individually
ticketed.

Now, the military and charter business have no effect on the regular
route carriers,

From the information available to us in the reports filed by the
carriers, the fact is that their individually ticketed sales, total revenues
from individually ticketed sales decreased from 1959 to 1960 by about
$2 million, so that act ually the individually ticketed traffic is making
up a lesser percentage of the total revenues in 1960 as opposed to
1959.

Mr. Jarman. How is the figure 10 flights per month arrived at as a
fair authorization ?

Mr. Boyp. Well, as I understand the situation, Mr. Jarman, prior
to the Board order in 1955 which awarded this 10-flight limitation on
various bases, the so-called irregular or nonsked earriers had been
authorized, some of them, 8 flights a month, some of them 12 flights
a month; and this is nothing more than AVeIaging process.

Mr. Jarman. You indicated earlier that this would be a field in
which further study and consideration would be necessary.

Mr. Boyp. Absolutely,

Mr. Jarmaxn. As to whether the figure is too high or too low.

Mr. Boyp. That is right.

Mr. Jarsan. Thank you, Mr. Chairman.

Mr. Wirniams. Mr. Collier?

Mr. Covrier. Mr. Boyd, while T am not convinced that there should
be a double standard of fitness in our national aviation laws, I wonder
if you by chance are familiar with a financial analysis of the U.S.
Supplemental Airline Industry that was written by G. F. Skeban,
grm.{lmtu school of business administration at Harvard University ?

Mr. Boyp. Well, let me say, Mr. Collier, that I saw that several
months ago. Tosay I am familiar with it would be to tell you some-
thing that was not exactly true.

Mr. Covuier. That perhaps is an unfair question. I probably
should have stated that his evaluation of certain cases that apply to
the fitness of some of the supplemental carriers is one certainly which
should be refuted or should be taken into very definite consideration
by this committee in dealing with this legislation.

On page 8 of your statement, with reference to section 2 of the Wil-
liams Li[l, if I may call it that, do you think that the test as provided
in that section of the bill for the issuing of grandfather service is
adequate or does it not leave the door open to certain abuses by appli-
cants in this area?

Mr. Boyp. Well, the only answer I can give you there, Mr. Collier,
is that we think it is adequate. I want to say that I do not think that
you can legislate an absolute fence around anything. We think this
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is entirely adequate for what should be done in the public interest.

Mr. Corrier. I may say that I recognize that there is definite room
for supplemental carriers in the aviation industry. At the same time,
I should like to see Congress legislate in a manner that would get the
Board out of what apparently is, of one kind or another, a dilemma
us to the flexibility of the present laws that are on the books so that
we might in the future perhaps avoid more blood, sweat, and tears in
this area of the aviation industry.

Mr. Boyn. Well, the problem we have had in the past has been
the inflexibility rather than the flexibility of the law.

First, the courts closed the Board out on exemption authority.

Then it closed the Board out on certificate authority so far as sup-
plementals were concerned.

The purpose of this bill is that it does not freeze the existing pat-
tern but would give the Board the right to deal with this matter of
the supplemental carriers in establishing them in their proper place
as we gain knowledge and experience in the field.

Mr. Corrier. One of the problems has been the fact that the Board,
I believe, has not been able to demonstrate the need for individually
ticketed authorities in many areas. Is that a correct or incorrect
statement?

Mr. Boyp. Are you referring to geographic areas?

Mr. Corrier. In the broad geographic, areas, yes, those showing
the need for the volume of individually ticketed authority that has
been granted to meet public convenience and necessity.

Mr. Boyp. I do not foellow your question, Mr. Collier. I am very
sorry.

Mr. Corurer, Perhaps it is my fault.

The number of individually ticketed grants of 10 per month has
been in existence under the existing authority. Yet there has been
no demonstration on the part of the Board to justify the need for this
number of individually ticketed grants that have been made.

Mr. Boyp. Well, T do not quite understand this part about the
Board having justified. T do not know that that question has been
raised in the past.

The only place where we would have to justify would be either be-
fore the court or before the Congress, and the question has not been
raised to my knowledge. We have never considered that we were on
the defensive in any place about these individually ticketed flights,
except clearly the regular route carriers do not like this business, but
the only thing T can say is that the Board held a hearing in a case
which elicited voluminous testimony and as a result of that in 1955
concluded that these 10 individually ticketed flights a month were in
the public interest and would not be detrimental to the interests of the
regular route carriers.

Now, beyond that, we have not gone. If we should be on the defen-
sive on this thing, I would be happy to be an advocate but I do not
see myself in that position.

Mr. Coruier. Actually, it was not my intent to put the Board on the
defensive. However, in dealing Wil{; legislation that has specific
recommendations and since the authority for individually ticketed
flights is embraced in this legislation, then I would believe that justi-
!iml‘i{in for that which is embraced in the legislation would be quite
n oraer.
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Mr. Boyp. I thought I had covered this aspect of it earlier when I
referred to the fact that the bulk of the traffic of these carriers or a
ood portion of it comes from military operations but not enough to
eep them in business, that they have got to rely on commercial opera-
tions in order to stay alive and provide some civil augmentation.

Now, it has been our judgment that, in order for them to do this,
they should have, (a) charter authority, and (») individually ticketed
authority.

The bill which the Board has proposed which the chairman intro-
duced does not provide for 10 flights a month. It does not provide
for any number of flights because we cannot really see into the future.
We do not know how this thing will look 1 year from now, 2 years
from now, or 3 years from now, and what we are asking for is the
flexihility to operate, to certificate in such a manner that the opera-
tions will be entirely in the public interest and that, to my mind,
includes a healthy, financially stable, sound certificated route industry,
and the same thing for a supplemental industry.

Mr. Corrrer. Do you thini it is feasible, Mr. Boyd, to establish some
minimum qualification of operation in dollars as well as in number
of miles flown for renewing or retaining grandfather rights?

Mr. Boyp. No, sir. I do not see that as a feasible approach to this.

Mr. Coruier. Pursuing that a little further then, if a supplemental
carrier had a license of authority for 2 years and did not perform
any public service, if they flew, let us say, a total in dollar volume of
$2,000, which I understand one supplemental line did, do you think
that would entitle them to granting the grandfather rights, assum-
ing, of course, that these grandfather rights would be granted in
the interest of public need and interest ?

Mr. Boxp. Well, of course, you raise a very difficult example there,
Mr. Collier. About the only way I can answer it is to say that, when
you are dealing with a class, you have to treat the class as a whole.
I do not think in the long run very much is gained by trying to set
up a whole series of classifications or distinctions within a class.

Now, I would point this out: that the authority we seek would not
permit anyone, even though they qualified under the grandfather
clause, to maintain a permanent operation.

All of these services are limited as to time and will have to be re-
viewed even though they qualify under the grandfather clause, and
we are certainly not interested, I do not believe, in renewing what are
for all practical purposes dormant certificates.

Mr. Coruier. You say that you are not interested in getting into
different classifications within this group.

Mr. Boyp. Within a class.

Mr. Corrier. That is exactly, I believe, the feeling of this commit-
tee in dealing with this legislation and, therefore, I get back to the
question of establishing a minimum so that you are not dealing with
a class but rather treating them all alike with a basic minimum of re-
quirement for granting of grandfather rights.

Mr. Boyp. Well, all T can do is say that it is a matter of policy of
the Congress as to what should be done, and reiterate my statement
that these people under grandfather rights would merely have the right
to continue in existence until their permanent rights or such additional
rights were considered ; and I personally think, as a matter of legis-
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lative approach, if I were doing this I would not try to put it on a
dollar amount. I can conceive of a number of problems being devel-
oped should you do that.

Mr. Corrier. That is all T have, Mr. Chairman, except that I would
like to say that the Chairman has certainly been a fine witness and,
above all else, a very patient witness this morning.

Mr. Boyp. Thank you, sir. I am learning a lot here. I appreciate
this opportunity.

Mr. Wicntams, May I inquire, Mr. Chairman, whether or not you
might be available tomorrow morning to conclude the questioning?

Mr. Boyp. Yes,sir. It would be possible to be here.

Mr. Witrams. That is in the event we are interrupted and have
to go to the House before we conclude this morning,

Mr. Boyn. We do have an oral argument scheduled and there will
not, be a quorum if I am not there.

Mr. Wirriams. We will do our best to conclude at this session but,
in case we do not, we would like probably to have you back before
the committee either tomorrow or at a later date.

Mr. Staggers?

Mr. Staccers. I have no questions.

Mr. Wittiams. Mr. Devine?

Mr. Devine. I will defer my questions, Mr. Chairman.

Mr. Wittzams. Mr. Boyd, we will have Mr. Cunningham get in
touch with you to come back later this week, either tomorrow morn-
ing or possibly tomorrow afternoon if it is possible for the committee
to sit tomorrow afternoon.

Mr. Boyp. That would be fine. The only other date on which I
would be tied up, Mr. Chairman, is on Friday when I am to testify
before another committee.

Mr. WirLiams. Let me say that I will defer my questions then and
Mr. Devine will also.

The committee has scheduled hearings today, tomorrow, Thursday,
and Friday. However, the chairman of the parent committee has an-
nounced an executive session of the full committee for Thursday and,
of course, this committee will necessarily have to defer to that. There-
fore, this committee will not be able to sit Thursday but we do plan
to sit tomorrow and if at all possible tomorrow afternoon and then
again Friday, both morning and afternoon, if the circumstances

rmit,

I have before me the schedule for legislation coming before the
House this afternoon which is a rather heavy calendar containing the
Private Calendar, the metal scrap bill, and two reorganization plans,
one of which I believe is your reorganization plan.

In view of this I have discussed the possibility of sitting this after-
noon with the other members of the committee and it just appears that
it is going to be impossible for this committee to sit this afternoon
in these hearings.

We will meet, though, at 10 o’clock tomorrow morning and will
malke an effort to sit tomorrow afternoon.

We are running behind time. We had quite a number of witnesses
scheduled for this morning but the testimony of the chairman, of
course, has consumed all morning and will probably consume more
time.
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May I ask, in view of the great number of witnesses who are sched-
uled to testify here, that those witnesses who are willing will be per-
mitted to file a statement unless they insist on their right to testify.
The statement will be included in the record in the same manner as if
it had been delivered orally.

The committee will stand adjourned until 10 a.m., tomorrow.

(The Civil Aeronautics Board subsequently submitted the follow-
ing information regarding supplemental air carriers:)

Exuisrr B

SUPPLEMENTAL AIR CARRIERS AUTHORIZED PURSUANT TO ORDER E-9744

Transport revenues and revenue passenger-miles by carriers for the
calendar years 1956 through 1960
[In thousands]
TOTAL FOR 5 CARRIERS1

Transport revenues
A Totul

revenue
Individ- Individ- Charter passenger-

ually ually Total 2 miles?
ticketed | waybilled

passenger | freight Civilian Military

Amount:
16956
1967, ..
1958 i
1850 .. 47, 630

50, 922

Total, 5 years. .

143, 916
Percent of total for ier: — ——
o

o,y el T

Amount:
19562

Weighted average, 5
TR - Casinsnieaninas

See footnotes at end of table.




LIMITED AIR CARRIER CERTIFICATES

45

SUPPLEMENTAL AIR CARRIERS AUTHORIZED PURSUANT TOo OrpDER E-07T44—Continued

Transport revenucs and Tevenue passenger-miles by carriers for the
calendar years 1956 through 1960—Continued

AIRLINE TRANSPORT CARRIERS, INC., DOING BUBINESE AS CALIFORNIA HAWAIIAN

AIRLINES

[In thousands]

Transport revenues ?

Individ-
ually
ticketed
| passenger

Amount:
L PR S R
1967
18568__.

1959.....

Indjvid- Charter

ually
waybilled
freight

Civilian \ Military

l

Total *

Total
revenue
passenger-
miles ?

1960, ..

Total, 5 years...__..

Percent of total for carrier:
1656, -

Weighted average, 5§
Years_ ... 3

Amount:

Total, Syears_____.._...

Percent of total for carrier:
950.. ...

See footnotes at end of table,
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SUPPLEMENTAL AIR CARRIERS AUTHORIZED PURSUANT TO ORDER E-9744—Continued

Transport revenues and revenue passenger-miles by carriers for the
calendar years 1956 through 1960—Continued

MIAMI AIRLINE, INC,

[In thousands)

Transport revenues ?

Total
! revenue
Individ- Individ- Charter passenger-
|
|
1

ually miles &
waybilled p
freight Civilian Military

ually
ticketed
| passenger

Amount: P
6 3 £9
288

H11
1,251

2,350

Total, 5 ¥ears......o..-|

Percent of total for carrier:
i
100

Welghted average, 5
VO et L

Amount;

TN, 085
Total, S years........... 15, 308

Percent of total for carrier:
1856.

Weighted average, 5
PO ey

1 Tatal for the 5 carriers desceribed In pp. 2 through 6 of this exhibit.

 Does not include minor amounts for excess baggage andfor miscellaneous other transportation.

# Total for individually ticketed and charter flights. Breakdown by type of flight not available for periods
prior to Jan. 1, 1961,

¢ Less than $500,

% Less than 0.5 percent.

Source: CAB form 242 reports.
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SUPPLEMENTAL AIR CARRIERS*
Transport revenues and revenue passenger-miles by carriers for the calendar
years 1956 through 1960
TOTAL FOR 28 CARRIERS!

[In thousands]

Transport revenues ?
y Total
revenue
Individ- Individ- Charter passenger-
ually ually Total 2 miles 3
ticketed | waybilled :
passenger freight Civilian Military

§17, 514 $24, 024 308, 104

21, 160 30, 667 3
47, 140
54, 725
67, 455

Total, 5 years... .- 3,75 41, 90 141, 605 204, Hll

Percent of total for carrier:

95 = 78 100
69 100
60 100
51 100
69 100

Weighted average,
YOArS. cunena=- 63 100

! Total for 28 earriers as follows:
Carriers certificated in docket 5132 (exhibit A) . ococmceaacan.
Carrier (Vance Roberts) that received interim operating @
(exhibit A).... 3
Carriers suthorized pnrsu.ml, to order E-9744 lcth tB)
2 Does not include minor amounts for excess baggage and/or miscellaneous other transportation
2 Total for individually ticketed and charter fiights. Breakdown by type of fiight not available for pe-
rlods prior to Jan. 1, 1961.

Source: CAB form 242 reports.
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Examr C

SUPPLEMENTAL AIR CARRIERS WITH SPECIAL CIRCUMSTANCES RELATING
T0 THEIR CERTIFICATES ®

Transport revenues and revenue passenger-miles

by carriers for the
calendar years 1956 through 1960

[In thousands]
TOTAL FOR 3 CARRIERS

Transport revenues?

Total
revenue
Individ- Individ- Charter passenger-
ually ually miles
ticketed | waybilled

passenger freight Civilian Military

Amount:

$1, 160 $428 §1,468
344 758 718
306 1,215 695

8 755

164

Weighted average, 5
s L | PRSI 8

Amount:
1988 ...

14, 922
7,801
22,813

Weighted average,

See footnotes at end of table,
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SUPPLEMENTAL AIR CARRIERS WITH SPECIAL CIRCUMBTANCES RELATING
T0 THEIR CERTIFICATES—Continued

Transport revenues and revenne passenger-miles by carriers for the
calendar years 1956 through 1960—Continued

AVIATION CORP. OF SEATTLE, DOING BUSINESS A8 WESTAIR
TRANSPORT 7

[In thousands]

Transport revenues 3

| revenne
Individ- Individ- Charter passenger-
ually nally AT S Total * miles 2
ticketed | waybilled
passenger freight Civilian Military

$1,158 $160 $510 17, 130
319 335 i, 748
306 11 . 4, 395

10, 497

- = 7, 846

Total, 5 years 334 2,118 ¥ 3, 63

Percent of total for carrier:
1956

Welghted average,
years

GENERAL ATRWAYS, INC,

Amomt:
35 $208

6an
1,110

Weighted average, 5 |
Tty T

| The special eircumstances relating to the certificates are described In footnotes 4, 7, and 9,

? Does not inelude minor amounts for excess baggage and/or miscellaneous other transportation.

1 Total for individually ticketed and charter flights, Breakdown by type of flight not available for
periods prior to Jan. 1, 1961,

¢ Temporary certificate for domestic supplemental expired on March 30, 1961, No application forrenswal
has been filed. Board Order E-16734 dated April 28, 1961, directs carrier to show cause why its remaining
authorizations should not be terminated.

¢ No reports received for periods after June 30, 1960,

8 Less than 0.5 percent.

T Temporary certificate expired on Mar. 30, 1961, Supplemental authority sold Feb. 10, 1980; Board has

under consideration application for transfer which was filed on Jan. 17, 1961. Amended spplication for
transfor and renewal filed on Mar, 20, 1961,

* No reports received for periods alter Sept. 30, 1950,

* Authorizations sold on Dec. 17, 1959, at trustee-in-bankruptcy sale. No application for transfer has
been filed. Certiflcate was for § years, to expire on Mar, 30, 1964,

0 No reports received for periods after June 30, 1959,

8ource: OAB Form 242 reports,
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SUPPLEMENTAL AR CARRIERS®
Transport revenues and revenue passenger-miles by carriers for the calendar
years 1956 through 1960
TOTAL FOR 31 CARRIERS 1
[In thousands]

Transport revenues 3
Total
revenue
Individ- Individ- Charter passenger

ually uan miles 3
ticketed | waybilled
passanger freight Civlilian Military

$1, 685 , 64 $27, 160
876 y & : 32,578

1, 641 i y 49, 443
1,260 g , 5 56, 285
407 + 57, , B 7, 819

Total, 5 years . __.._... 8 5, 868

Percent of total for carrier:
1956

Weighted average, 5

¥ T T TH

1 Total for 31 carriers as follows:
Carriers certificated in docket 5132 (exhibit A)
Curri[eirh!(\‘m]mc Roberts) that received interim operating authority under Public Law 86-661
(exhibit A 2
Carriers authorized pursuant to order E-9744 (exhibit B) SE cme iy e T
Carriers with special circumstances relating to their certificates (exhibit C). . - ceoooceenn..
# Does not inelude minor amounts for excess baggage and/or miseellaneous other transportatio
! Total for individually ticketed and charter flights. Breakdown by type of flight not available for
periods prior to Jan. 1, 1961,

Bource: CAB form 242 reports.
SUPPLEMENTAL AIR CARRIERS

PAIRS OF POINTS BETWEEN WHICH FIVE OR MORE NONCHARTER FLIGHTS WERE
OPERATED IN ONE DIRECTION, BY MONTHS FOR PERIOD INDICATED

General information

Of the 31 supplemental air ecarriers whose reports were examined for deter-
mining the pairs of points with 5 or more noncharter flights in any 1 month, 13
carriers did not report as many as 5 such flights for any pair of points in any
month during at least the 214 years ended April 30, 1961. As a result, pages
— through — of this exhibit provide the data for 18 carriers with respect to
the “5 or more flights.”

For 14 of these 18 carriers, the 12-month period ended April 30, 1961, has
been used. This is the latest 12-month period for which the data are avail-
able. That period was not suitable for four carriers, however, by reason of
the fact that the carriers had either discontinued all flight operations during
all or most of the period or had discontinued individually ticketed passenger
and individually waybilled operations. For each of these four carriers, the
period used herein is the most recent 12-month period in which there was re-
ported a substantial volume of noncharter operations in terms of the individual
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carrier's level of such operations during the years back to the beginning of
1956. The four carriers and the period used for each are as follows ;

Year ended
Stewart Air Service_____ Dec. 31, 1959
Transocean Air Lines Do,
Arctie-Pacifie, Inc June 30, 1960
Aviation Corp. of Seattle, doing business as Westair Transport_. Dee, 31, 1959
The following pages for the 18 carriers show the 12-month period used for
each carrier. However, in the tabulation for each carrier, only those months
are identified in each five or more flights were reported by that carrier for
any one pair of points.
The 13 carriers which did not have as many as five of the indicated flights
in any month are as follows :
Carriers certificated in docket 5132
Coastal Air Lines.
Conner Air Lines, Inc.
Johnson Flying Service, Ine.
Overseas National Airways.
Quaker City Airways, Inc.
Sourdough Air Transport.
World Airways, Inc.
Carriers anthorized pursunant to order E-9744 :
Air Cargo Express, Inc,
Airline Transport Carriers, Inc.,, doing business as California-Hawaiian
Airlines.
Argonaut Airways Corp.
Miami Airline, Ine.
Other:
Vance Roberts.?
General Airways, Inc?

1 Vance Roberts recelved Interlm operating authority under Public Law 86-861. Effective
date for Inauguration of service, Deec. 17, 1960.

? General Alrways' authorization sold on Dec. 17, 1959, at trustee in bankruptey sale,
i\'{;hrppumt!on for transfer has been filed. Certificate was for 5 years, to expire Mar, 80,
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LIMITED AIR CARRIER CERTIFICATES

Exumsir E
SUPPLEMENTAL AIR CARRIERS

DATA RELATING TO COMPANIES THAT WOULD BE ELIGIBLE FOR “GRANDFATHER
CERTIFICATES"

A. Companies that are presently not operating
(1) Certificated in Docket 5132:
Coastal Air Lines
Conner Air Lines, Ine.
Quaker City Airways, Inc.
Sourdough Air Transport
Transocean Air Lines
(2) Interim operating authority effective December 17, 1960, received under
Public Law 86-661 : Vance Roberts.
Of the above listed six companies, only Sourdough had an operating certificate
from the Federal Aviation Agency (FAA) as at June 20, 1961.
As of May 31, 1961, Vance Roberts was operating as an air taxi operator.

B. Companies that have conducted no operations since certificates were issued
in Docket 5132

None,

As of May 31, 1961, no operations as a supplemental air carrier had been per-
formed by Vance Roberts, whose interim operating authority effective December
17, 1961, was received under Public Law 86-661. This carrier does, however,
report operations as an air taxi operator.

C. Companies that have conducted no operations in any period of 6 or more
consecutive months since certificates were issued.

Due to the limited amount of time available for developing this information,
the determination as to whether a carrier had conduected no operations in any
period of 6 or more consecutive months was made on the basis of calendar
quarters from the guarterly financial and traffic reports filed by each carrier.

During the 514 years from January 1, 1956, through March 31, 1961, 10 of the

captioned group of carriers reported no operations for at least two consecutive
calendar quarters. The quarterly periods since January 1, 1956, in which these
carriers reported no operations are indicated by the word “None” in the tabu-
lation on page 3.

The tabulation also indicates by the word “Token” those calendar quarters in
which only very limited operations were reported. As used here, limited or
“Token” operation means less than 10 revenue tons transported during the
quarter, One ton would be equivalent to 10 passengers at 200 pounds per
passenger.

In order to readily identify the data in each carrier column with the applicable
quarter, a dash (—) has been inserted in the tabulation for each quarter in
which the carrier reported more than a “token” operation.
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72 LIMITED AIR CARRIER CERTIFICATES

D. Companies that have conducted no, or no significant, individually ticketed or
individually waybilled operations

During 1 or more of the 5 calendar years from 1956 through 1960, 14 of the
captioned group of carriers reported no or no significant individually ticketed or
individually waybilled operations. Where the gross revenues from such opera-
tions were no more than $5,000 for a year, the operations are considered herein
as not significant.

The data for these 14 carriers are shown by years in the tabulation below. The
explanation of the insertions in the tabulation is as follows

“None” means no individually ticketed or individually waybilled operations
reported.

“No sig” means no more than $5,000 gross revenues for the year from in-
dividually ticketed and individually waybilled operations.

Dash (—) means more than $5,000 gross revenues for the year from such
operations.

Calendar year

1957 1958

Associated Air Transport..._...____.______| 2 --—.| None......] None....._ —
Blatz Airlines — -~ — Nona.._. None,
Coastal Air Lines i -| Nosig.....| None.... — Do,
Conner Air Lines. . .__ =5 — No sig Nong...._. Do,
Johnson Flying Service Nong......| None...._.|..do. ... Do,
Paul Mantz Air Services. Nosig.....| No sig--. 3 ---do 1. _.._| No sig.
Overseas National Afrways None. None = —_ —
Quaker City Airways. Josig-....| Nosig..... None ! —_
Baturn Ajrways.... ... -

Bourdough Air Transport N --| None!.___| Nonel__ None......| None.
Standard Airways R T = —_—
Stewart Air Servi - = — None.
None. .. J weree| None —
el ek — No sig.

Trans International Airlines.. 22 —
World Airways None

1 Carrier reported no revenue transport operations at all for the year,

(Whereupon, at 11:55 a.m., the committee adjourned, to reconvene
at 10 a.m., Wednesday, June 21, 1961.)
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WEDNESDAY, JUNE 21, 1961

House or REPRESENTATIVES,
SuecoMMITTEE ON TRANSPORTATION AND AERONAUTIOS
oF THE CoMyiTTeE ON INTERSTATE AND FOREIGN COMMERCE,
Washington, D.C.

The subcommittee met at 10 a.m., pursuant to adjournment, in
room 1334, New House Office Building, Hon. John Bell Williams
(chairman of the subcommittee) presiding,

Mr. Wirtiams. The committee will come to order, please.

This morning the subcommittee will continue its hearings on the
so-called supplemental air carrier bills.

Our first witness is Mr. Clayton Burwell, president of the Inde-
pendent Airlines Association,

Mr. Burwell?

STATEMENTS OF CLAYTON L. BURWELL, PRESIDENT, AND DE WITT
T. YATES, GENERAL COUNSEL, INDEPENDENT AIRLINES ASSO-
CIATION, WASHINGTON, D.C.

Mr. Burwern. Thank you, Mr. Clrairman.

Mr. Chairman, I noticed in the paper this morning that there was
a problem about some of the figures that were inquired about
yesterday.

With your permission, if you think it is appropriate, I would like
to take 2 or 3 minutes before my statement and try to shed a little
light on some of the figures.

Mr. Witniams. All right. Mr. Burwell, I notice that you have a
rather lengthy statement, some 40 pages.

Mr. BurwerL. Yes, sir. I do not intend to read it, however, Mr.
Chairman.

Mr. Wirrrams. I was going to say that the committee will be very
happy to receive this for inclusion in the record the same as if it were
read to the committee, We hope that we will have your cooperation
in attempting to expedite these hearings as much as possible.

I realize that you are a very important witness in this and I do not
want to cut you off but we are up against a time problem as you well
know. Any cooperation that you can give the committee in that
respect will, of course, be appreciated.

73
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(The statement referred to follows:)

STATEMENT BY CLAYTON L, BURWELL, PRESIDENT, INDEPENDENT AIRLINES
ASSOCIATION AND SUPPLEMENTAL A1k CARRIER CONFERENCE

This is the 15th anniversary of the Supplemental Air Carrier Industry—an
industry of 25 air carriers® certificated by the Civil Aeronautics Board? only
to have the legality of the certification denied by the Circuit Court of Appeals
for the District of Columbia.’ The Congress rescued the industry from this
disaster by passing Public Law 86661, thereby validating the certificates for
a 20-month period. This authority expires March 14, 1962, The matter came
before the committee during a particularly hectic stage of the session, which,
on the one hand, makes us doubly grateful to the Congress for commuting the
death sentence of the court and, on the other hand, gives us hope that you may
now consider a more permanent role for the supplemental industry.

We ask you to do so because it is impossible to obtain any financing of modern
equipment requiring amortization over 5 to T-year periods based upon on
8 months' operating authority. Moreover, the industry is going broke ‘—I am
grateful to say it is going broke at piston engine not jet speed. We prefer a
congressional diagnosis at this session to a congressional autopsy at the next,
Between 1950 and 1957, the industry had a profit in 5 out of the 7 years. From
1957 to date, the industry has shown losses each year, and in 1959 and fiscal
1960, it has shown losses too large to sustain much longer.,

The prime reason these carriers have been forced to spend more than 9 years
before the Board in a proceeding for certification and have been forced to take
up the Congress time is the concern that if they are granted any authority, it
will result in widescale diversion of revenues from the route carriers who also
have their troubles. I believe it will surprise you to learn that the maximum
domestic trunkline revenues even exposed to diversion by supplementals is
less than three-fourths of 1 percent,” and that this is basically the magnitude
of the problem.

The 12 domestic trunklines derived only one-half of 1 percent of their total
transport revenues from charter operations in 1959 and 1960.°

The total transport revenues of these 12 carriers from domestic operations in
1960 was slightly less than $2 billion and their charter revenues $10,414,000 or
approximately one-half of 1 percent. From the table (exhibit No. 4) you can
see that approximately the same percentage obtained in 1959,

This, therefore, is the maximum area of competition in the field of domestic
charter—even if we diverted it all. It is difficult to believe that a $2 billion a
year industry of 12 carriers can be hurt by this one-half of 1 percent exposure
or that the myth of competition in the airline industry can survive on no ex-
posure at all.

The remaining exposure is in the field of individually ticketed traffic carried
by supplementals under their authority to perform 10 round trips per month
and amounts to an estimated twenty-two one-hundredths of 1 percent of the
total revenues of the 12 domestic trunk carriers from domestic operations.” The

! See supplemental alr earrier list (exhibit No. 1). In addition, thereare 4 nu]:p!c-
mentals for whom certificates have been recommended by the examiner in docket 5132
but the CAB has not yet had an opportunity to grant or deny their authority., Further,
there are 4 supplementals whose denial of a certificate by the Board in docket 5182 is the
subject of an appeal in the courts. (See exhibit No. 2.)

2 Doeket No. 5182,

& United Air Lines et al. v. CAB, CADC No. 15,025 et al.

¢ See table on a 10-year comparison of operating results in the supplemental airline
industry (exhibit No. 3).

" There s no diversionary effect on the local service or other classes of carriers that is
discernible.

8 See table on charter revenues ns a percentage of total transport revenues of domestic
trunklines in domestiec operations, 1949-60. (Exhibit No, 4.)

7 See table on distribution of revenue passenger-miles carried by the supplemental air-
lines, 195560, showing 399,047,000 revenue passenger-miles flown by supplementals for 12
months ending Sept. 30, 1960. Less than 50 percent of thiz is estimated as individually
ticketed trafic, the greater portion being charter trafiic. Of the 50 percent or 200,000,000
revenue pnssenger-miles representing the maximum Individually ticketed traffie most of
it is created traffic not diverted because there i no comparable fare or serviee offered
by the trunks. Assuming that as much as one-third of the supplemental trafiie actually
was diverted or 66,000,000 passenger-miles, the diversion is only 0.227 percent and even
this figure is estimated on the high side. The CAB forms for supplementals have not
until 1961 provided for a breakdown of individually ticketed traffic and hence the estimate,
{Exhibit No. 5.)
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one-half of 1 percent of total revenues maximum exposure on charters and the
estimated maximum exposure of twenty-two one-hundredths of 1 percent on
10-trip authority, when added, gives an overall exposure of seventy-two one-
hundredths of 1 percent in the commerical domestie tield. This is all the contest
is about and has been about for 15 years, and we're still at it. During this
period, the revenues of the supplementals decreased from $70 million in 1952
to $62.8 million in 1959 or a loss of $7 million gross. During the same period,
the route carriers increased their gross from $1.75 billion in 1952 to $2.6 billion
in 1959 for a gain of almost $1 billion.

During this time the ranks of the nonskeds were cut down from approxi-
mately 700 in 1947 to these supplementals standing here today.

During this time they have never asked for or received a dollar of subsidy
while the U.8. domestic route earriers for domestic services only received
subsidy from 1939 to 1958 of $424,560,000.

During this time they have built a fleet of 164 aircraft, of which 101 are over-
sea capable, and 63 suitable for support of limited and guerrilla warfare. This
fleet can provide at any given time lift for 9.855 personnel and 1,073 tons of
equipment, They have more than 1,200 pilots and support more than 5,000
maintenance personnel.

During this time there have been only four significant developments® of new
air transportation markets and the supplementals have pioneered each of these.
They are:

1. Aircoach travel.

2. The airfreight or all-cargo business.

3. Commercial air charters.

4. The contract air transportation of personnel and supplies for the
Military Establishment.

Bach of these important fields was pioneered and developed—not by the trunk-
lines with their tremendous resources and Government patronage—but by the
new carriers who canie into business after World War II. Even as late as 1951,
the spokesmen for the large airlines, particularly, American, United, and TWA,
were telling the Congress and the Board that the so-called aircoach experi-
ment was completely unworkable. Yet the pioneering of the “nonskeds,” as
they were known in those days, continued to fill a rising demand and to prosper
in the aircoach field until driven out by the Civil Aeronautics Board. Today,
approximately 50 percent of the trunkline seats are in aircoach.” However,
fares have been raised to a point at which a new or lower economy service is
again needed by the mass of American people.

At the end of World War 11, the U.S. air transport system had no airfreight
segment at all and rates for the transportation of property averaged approxi-
mately 60 cents per ton-mile. Again, it was the new carriers that brought these
rates down to levels of around 18 cents to 20 cents per ton-mile, and these rates
will be cut further in the near future.”

The Board found in the Commercial Charter Exchange case, docket No. 6580,
that it was the “nonskeds” who had pioneered and developed the commercial
charter market. In the July 1960 issue of Reader’s Digest, an article, entitled
“How To Fly to Europe for Less,” contained the following :

“The supplemental airlines are responsible for much of the present zooming
charter business. In 1955 when the Civil Aeronautics Board permitted them to
begin transatlantic charter operations, only 18 charter groups flew to Europe.
Today at least 1 of every 12 of the million-plus U.S. tourists to Europe goes by
chartered plane.”

Along with the aircoach, the airfreight and the commercial charter market,
it was the supplementals which pioneered the military contract business along
with the former supplementals, such as Seaboard & Western, Flying Tigers,
Slick, Aaxico, Resort and Trans Caribbean. The percentage of dollar participa-
tion by earriers in the MATS airlift procurement, who were at one time supple-
mentals, for the 4 yvears—1955, 1956, 1957, and 1958 —involved is 89 percent
of the total.”

81t may be that lnnlivu)‘:u-r routes and loeal service route developments are new markets

in which the supplementals were not involved,

9 8ee table on aircoach revenue passenger-miles in domestie trunk airline scheduled
sorvices, 1949-60, showing the growth of ailreoach after the “nonskeds” pointed the way
by operations in 1946, 1947, 19458, 1949, and 1950, (Exhibit No. 6.)

10 Docket 810 of July 1949 supports the statement that the then supplementals (now
all cargo carriers) developed this industry against the opposition of the trunklines.

1 See statement of the dollar amount of commereial airlift procured by MATS during
1055, 1956, 1957, and 1958. (Exhibit No. 7.)
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The pioneering of supplementals and the apathy of old line route carriers to
military contract business was even more pronounced in the field of domestic
passenger military group transportation where the supplementals have carried
more than three-fourths of the domestic military groups (CAMS) since 1951.

The supplementals or former supplementals have historically been the car-
riers servicing the Logair freight contract for the Air Force and the Quicktrans
freight contract for the Navy for almost 10 years.

The ready availability of the supplementals for defense was illustrated in 1948
in the Berlin airlift. Representing only 5 percent of the Nation’s civilian air
transport, the supplementals moved approximately 25 percent of the passengers
and 57 percent of the cargo-tons carried by commercial airlines in this strategie
operation.

In 1950, the supplementals supported the Korean airlift by supplying over
half the commercial capability called for by the military. Overseas, National
Airways, a supplemental, charged the Government $1.17 per mile for DC—4 air-
craft in the Korean lift while Pan American was charging $1.60 per mile,
United was charging $1.70 per mile and Northwest was charging $1.75 per mile,
all for DC—4 aircraft, and the largest loads were carried by ONA.

The supplementals flew the first planes to Vienna in 1956 to airlift the Hun-
garian refugees out of Europe. The Arctic DEW line was supplied in substan-
tial part by supplementals. In the Lebanon crisis, our carriers were to offer in
response to an emergency phone call from the military thirty-eight 4-engine air-
craft within 4 hours.

In its opinion in docket 5132, in November 1955, the CAB stated: “The con-
tinued existence of their [supplemental air carriers] fleet is of real value in terms
of the national defense * * * it is evident that the [supplemental] air carriers
have the necessary flexibility to meet the demands of the military.”

In December of that same year, the CAB characterized the supplemental in-
dustry as: “A reserve air fleet, capable of being called into action to meet emer-
gency transportation needs with a minimum amount of notice.” **

Gen. William Tunner, former commander of the Military Air Transport Serv-
ice, testifying last year before the House Armed Services Committee, in com-
menting on a provision in a report to eliminate competition for MATS contracts
said : “This would, of course, eliminate from competition some fine supplemental
carriers who have contributed a great deal in time of emergency to the Depart-
ment of Defense airlift needs.”

He went on to comment: “The elimination of competition will tend to restriet
the growth of the air carrier industry as a whole and it is likely to have a dis-
astrous effect, particularly on the small business concerns of this country.”

So much for the pioneering of the supplementals which has created new pools
of traffic for the route carriers and which has served as a yardstick to measure
the claims of public service and national utility of the big carriers.

While we appreciate the desire of the Board to assist us through H.R. 7318,
introduced by the chairman of the committee, it fails to clarify certain problems
or to consider any expanded authority, which if handled by the Board, would
result in hearings so extended that the industry will perish before relief could
be extended if deserved. After 9 years of “due process” at the Board, the start
of another cycle by asking for any expanded authority there would be fatal
whether they wish ns well or not. We, therefore, ask you to consider a mini-
mum bill of rights or authority for us in legislation.

H.R. 7512 introduced by Congressman Moulder seeks to clarify and expand
our authority in three particulars in effect by amending subsection (33) of the
Federal Aviation Act of 1958, as amended.

The first change suggested by H.R. 7512 is a definition of charter as—“Air
transportation performed pursuant to an agreement for the use of the entire ca-
pacity of an aireraft,”

The difficulty with the present situation is that the Board by regulation, par-
ticularly in the foreign field, can terminate, obscure, or restrict a charter to
whatever it pleases. No banker will lend money for the development of a market
the dimensions of which are the constant subject of debate and which can be
eliminated by the stroke of a bureaucratic pen. The bank requires a title to your
land by metes and bounds before it will lend money for you to build a house
on the land. In this business, he wants a fair assurance that the market will

2 Order No, E-9884.
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not be redefined away from the supplementals if they develop it sufficiently to be
able to repay his financing.

Under the Board's so-called transatlantic charter poliey,” the question of
what is and is not a charterworthy or bona fide group is the subject of minute
and restrictive rules which would have delighted medieval logicians and petti-
foggzers but are not appreciated by a chartering group, who merely wish to travel
without running afoul of the U.S. Government."

The CAB questionnaire for charters sets forth a formidable set of guestions
addressed to the charterer or leader of the group the answer to many of which
must be based on hearsay.

To be sure, the charterer is not comfortable about answering the questionnaire
when advised that any misstatement may subject him to a fine not to exceed
$2,000 or imprisonment not to exceed 5 years or both. If the group leader is
hardy enongh to persist in a desire to travel by air charter and risk involvement
with the FBI, it must cast a pall on his trip when he contemplates the conse-
quences of furnishing the slightest erroneous information. Surely, this is not
the way to generate more air travel either for the supplementals or the large
route carriers.

Mr. Chairman, we have consistently asked that unrealistic restrictions and
complications encompassed in the definition of charter air transportation be
relaxed in order that this vast potential market of air transportation may be
fully exploited by the supplemental air carriers. Over 5 years ago in 1955, after
many years of hearings and receipt of evidence, the Civil Aeronautics Board
found that the supplemental air earriers should be allowed to perform an un-
limited number of charter flights within the domestic United States and “charter
operations for the carriage of passengers in international operations on an indi-
vidual exemption basis * * *”* After another extensive hearing before the
Civil Aeronauties Board, the supplemental carriers were accorded authority to
pool their equipment and resources for the performance of international charters
on an air exchange basis.™ Thus, even in 1955 and during all times since, the
international charter market was considered as vital to the welfare and economy
of the Nation as well as to the supplemental carriers’ healthy growth. Promul-
gation over the years, however, of a rigid and complicated procedural structure
designed to confine the charter-worthiness qualifieations of a given charter group
has resulted not only in stunting the overall development of the market, but utter
chaos and frustration in far too many instances. Thus, many supplemental
carriers fully qualified and able to enter into the transatlantic charter field have
been extremely reluetant to tackle the problem of generating sufficient traffic,
while at the same time keeping their solicitation and performance efforts within
the rules and regulations of the CAB.

Usually, interest in an international charter results from an inquiry by some
organization, school, plant or club to the supplemental air carriers’ air exchange
in Washington, D.C., or to the carrier direct. The charterer is told that it must
charter and pay for the entire aireraft and must qualify as a bona fide group
within the rules and regulations of the Civil Aeronautics Board. In practically
all instances the charterer has no knowledge of the existence of the CAB nor its
rules and regulations pertaining to charter flights. Thus, an extensive indoc-
trination is begun with the earrier endeavoring by letter, telephone and personal
conference to acquaint the charterer with its obligations in order to qualify for
its requested transportation. The carrier’s foremost interest is to constantly
keep the charterer from giving up the effort because of the sheer weight of paper-
work and various assurances, sworn statements, explanations and so forth
necessary prior to obtaining the official Board order approving the proposed flight.

Many times a “qualified” group does not know of its approval or disapproval
until just hours before flight time—thus giving rise to a situation which under-
standably ereates a real panic among persons anticipating a cherished reunion
with loved ones in the “old country.” One such group serves as an example of
the trials and tribulations eonfronting both earrier and prospective charterer
and the following chronological résumé fairly sets forth an average procedure
which may or may not result in the award of an exemption from the CAB to
perform the flicht.

1 Exhibit Na. 8.

u Sep part IT of application for authority to conduct transatlantie passenger charter
flights—&tatement of supporting information. (Exhibit No. 9.)

15 (CAB Order E-0744, dated Nov. 15, 1955.

18 CAB Order No. E-14638, dated Nov. 12, 1959.
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A winter sports club desired charter transportation aboard a supplemental
airliner. Its membership comprised some 300 to 400 persons who had formed the
club several years previous to develop a seasonal program of recreational activ-
ities including the winter sport of skiing. The group, upon learning of the
supplemental carriers’ economical rates for international charter transportation,
contacted a supplemental carrier for the purpose of chartering an aircaft for 75
of its members to fly to Germany for a holiday of winter Sports,

After several days of questioning and indoetrination, the carrier was success-
ful in completing with the charterer a detailed questionnaire to be filed after
verification and mimeographing with the Civil Aeronauties Board in a formal
application with 20 copies for administrative purposes. Prior to filing of the
formal application by the carrier, the necessary charter agreement between the
airline and the club was submitted to the Board for preliminary perusal—all
aceording to the rules and regulations surrounding international charter trans-
portation. Shortly after filing the application, the CAB advised the carrier that
additional information would be needed, i.e,, a complete and current member-
ship list of the eclub, together with advice that all persons to go on the charter
must have been members of the club for at least 6 months, and an explanation
of the detailed cost accounting of funds as set forth in the application and
supplied by the group. At this point, a major scheduled trunk airline filed a
formal protest to the eligibility of the charter flight, several pages in length, al-
leging among other things that it needed an exteusion of the Boa rd's procedural
time in which to file a further answer to the supplemental earrier’s application.
The CAB then required a résumé of technical flight stops which would be made—
thus necessitating a letter from the earrier to the Board endeavoring to answer
the several questions raised. Meanwhile, the ecarrier's attorneys, in order to
protect the airline’s interest, were compelled to file a formal mimeographed
reply to the CAB of some five pages in length in answer to the flag carrier's oppo-
sition., Flight time was now approaching and the charterer had no way ef know-
ing whether its trip would be flown or not. A few days later, in order to make
its application before the Board more precise, the carrier filed an amendment
to the formal application setting forth an increase of two persons in the charter
group, together with other insignificant data. Subsequently, the flag carrier
opposing the charter filed a six-page formal document before the Board in further
pursuit of its efforts to prevent the flight from moving on the supplemental
airline. This filing compelled attorneys for the carrier to file a four-page answer,
all mimeographed and prepared in accordance with the Board's formal require-
ments. Notwithstanding the foregoing, the correspondence, felegrams, tele-
phone calls and personal conferences between the chartering group, the carrier
and the attorneys for both the chartering group and the carrier, consumed an
inestimable amount of time, effort and expense to all concerned.

Finally, just hours prior to the takeoff time, the CAB issued an order grant-
ing the application and allowing the group to move. At no time prior to issnance
of the official Board order was the group assured that it would or would not
move,

Four days subsequent to departure of the charter flight the flag carrier which
had opposed the charter in the first place proceeded to file a formal mimeo-
graphed document with the CAB objecting further to the Board’s earlier ap-
proval. This filing necessitated counsel for the carrier to file a reply—also
mimeographed and constituting a page and a half. Some 30 days after the
Board approval of the charter, attorneys for the carrier were compelled to
further satisfy the CAB by correspondence explaining other minor deficiencies in
the performance of the flight and, finally, a month and a half after the Board
granted the exemption for the flight, the Board issued another formal order
refereeing the controversy hetween the supplemental carrier and the flag line
by finding in favor of the supplemental carrier. Without question, this elub
will never endeavor to charter another airplane,

In another instance, the British Bar Association members who eame over last
summer to participate in the activities of the American Bar Association were
held to be not charterworthy because the group of which they are members is
larger than the Board poliey permits. They came by charter to Canada and
arrived here perplexed and resentful of the extra cost they were put to by the
Board.

Mr. Chairman, without burdening the record with the complete file on the
foregoing cases—and I assure yon that there are many, many similar instances—
we hope the committee will understand the frustration of our carriers in en-
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deavoring to attract charter transportation when consideration is given to the
unrealistic and burdensome barriers in the way of proper exploitation necessary
for the development of the market.

The foregoing procedure is bad enough to dampen any prospective charterer's
desire to travel by air—thus, the compelling reason for our desire to receive a
much less restrictive comprehension of what constitutes a valid charter of our
aireraft. In marked contrast we would like to present for your consideration,
the current operations of airlines which do not hold certificates or other anthor-
ity whatsoever from the Civil Aeronauties Board. One such earrier’s business
is openly that of transatlantic charter transportation. Its operations and main-
tenance base is located in California and executive offices are maintained in
Luxembourg and New York City. Its flight equipment consists of 4 DC+4
aireraft suitable for the carringe of passengers on long overwater flights. In
1959 and 1960 the carrier performed 32 “charter” for a specified rate between
points in the United States and points overseas. The “charters” performed,
among others, were for the Hamilton Standard Employee Group, the Canadian
Youth Hostels Association, American Youth Hostels, Inc., Michigan Council of
Churches, American Student Information Service, Association of World Travel
Exchange and others—all of which constitute precisely the same type of group
transportation desired to he transported by supplemental airlines under their
charter authority.” Yet, each of the foregoing charters were performed with-
out any reference whatever to the CAB’s rules and regulations. No application
was filed and no Board authorization was either sought or obtained.

The foregoing illustrates on the one hand the highly and, we believe, unwar-
ranted restrictive nature of the supplemental’s authority to perform interna-
tional charters, and on the other hand the complete freedom accorded to carriers
which, perhaps, fortunately for international charter purposes, are not within
the jurisdiction of the Civil Aeronantics Board. The freedom of charter as
accorded to such carriers by reason of their being without the jurisdiction of the
CAB at the very least makes a complete mockery of the very stringent barriers to
the supplemental carriers’ participation in the same market, At this juncture,
although the Civil Aeronautics Board's Office of Enforcement has complained
that such operations are in violation of the Federal Aviation Act, a CAB ex-
aminer, after full hearing, has found to the contrary.® Thus, even though the
Board itself has not yvet issued its decision in the case, the supplemental air car-
riers are confident that the matter, by reason of the examiner's report, is con-
troversial enough as to require months or years of process through the courts.
Should the ultimate determination be in favor of Seven Seas Airlines, Inc., then
the supplemental carriers will have indeed experienced a bitter and unfortunate
decade of compliance with illegal restrictions—for the gist of the examiner's
finding is simply that charters are not, in fact, common carriage and, there-
fore, outside the jurisdiction of the Civil Aeronautics Board.

Further, the CAB statistics indicate that carriage of charter flights by the
foreign air carriers aggravates the excessive outflow of American dollars. Be-
tween 1959 and 1960 (April-September) the number of transatlantic charters
carried by U.S. earriers was about the same, while the foreign air carriers in-
ereased their number by almost 400 percent; namely, from 281 in 1959 to 1,018
in 1960.

Pro rata charter operations between the U.S. and Europe

U.8.flag Foreign air | All-eargo and
rovite air- carriers supplemental
lines airlines

Number of 1-way trips:
19569 L L LRSS | X 281 265 750
1980 ... L 287 1,018 226 1, 541

Number of 1-way pussengers:
1950 ... AL e -| 7.2 22,342 24,199 63, 781
1 EESEn R A TRy R e he 23,7 83, 506 &2, 301 129, 552

Why is it the Board takes all this effort to narrow the common law definition
of “charter,” the Interstate Commerce Commission and Maritime Commission

17 Beven Seas Airlines, Ine., enforcement proceeding Docket No. 11096.
3% Tnitial decision of Russell A. Potter, hearing examiner, Nov. 16, 1960.
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concept of “charter” and to narrow the definition of “charter as applied in
most European countries?

Presumably, it represents 4 frenetic campaign to eliminate the possibility of
one traveler getting into 4 charter group who might be forced to buy an individ-
ual seat at an IATA fare across the Atlantic.™

This effort of the Board to shoo any transatlantie traveler through IATA
turnstiles at high prices is not consistent with the Board's repeated disclaimers
of responsibility for IATA's cartel price fixing on the ground that the Board
has no jurisdiction «ver transatlantic rates. The Board has adopted the IATA
concept hook, line, and sinker on charter definition and the purpose of the con-
cept, when conceived by IATA., was to force everyone into an IATA seat at
IATA fixed prices or the traveler stays at home,

The recent bill before the Subcommittee on Commerce and Finance of the
House Interstate and Foreign Commerce Committee, H.R. 4614, seeks to promote
travel and tourism by foreigners to the United States in order to ameliorate the
outflow of approximately $1 billion and to promote a better understanding of
America by foreigners. We believe the purposes sought to be achieved by this
bill can be furthered by clarifying and amplifying the charter concept across the
Atlantic. The mass of Europeans cannot afford IATA fares of 6.5 cents per
mile—piston engine “economy”—or the 7.1 cents per mile on jet economy class.
Most of them, however, must come by air because their vacations are not long
enough to come by boat,

For many years the British Government has permitted the British independ-
ents (supplemental carriers) to carry planeloads of travelers on all-expense
tours throughout Europe and hundreds of thousands of Britishers and other Eu-
ropeans travel in this manner. The number of large packaged tours brought
to America in the last few years by air is relatively insignificant compared to the
potential. Leroy Tours, a well-known British tour organizer, last year carried
over 50,000 British passengers to the Continent on packaged tours and none to the
United States.® He states: “There is no doubt that we hold a vast potential
from our United Kingdom clients for ‘package’ tours to the U.S.A.”

He goes on to state that promoting the potential tourists to the United States
is hopeless with excessive transatlantic charter rates and without reasonable all-
in terms for accommodation and food in the United States.

Another leading British travel agent, Lanseair, through its director, Mr. Henry
C. Morritt, says:® “We do feel that there is a fantastic potential within Eu-
rope for travel to the west, but this will always remain largely unavailable to us
all while the present fare structure and basis of charter operations transat-
lanticwise are kept to the present regulations, and we also feel that in view of the
fact that your organization is now entering into the European/United States
trafic in a very serious manner, that through your good offices some approach
could be made to the CAB, and any other authority necessary, whereby some
definite relaxation of the present regulations could be brought about for the
European traffic to the west, which would enable this present unequal balance
to be leveled out by giving the European tourist the opportunity to vist the
Western Hemisphere on a more realistic fare basig.”

A prominent article in the British Travel Trade Gazette, entitled “Wanted, an
All-In Tour to the United States for 200 Pounds” (560) presents the view of
Thomas Cook & Son, American Express, and several other world-renowned tour
operators to the effect that the first step in promoting significant tourism to
America is the provision of economical packaged tours within the reach of the
Buropean pocketbook.2

We believe that so long as TATA controls the price of all the air travel across
the oceans that the purposes of H.R. 4614 to stimulate significant increase of
foreign tourists to America will die aborning. This is certainly true if the Civil
Aeronautics Board continues to follow the lead of TATA in this area. On the
contrary, the stimulation of charter service and authority to carry planeloads
of all-expense tourists from Europe at lesser rates will develop the traffie very
rapidly. For these reasons, we ask yon to define and clarify a “charter” rather
than foree us to have it defined by TATA, who will certainly define us out of
business.

_—

* The minimum piston engine “economy class” TATA fare New York to London for this
summer is $450 round trip or 6.5 cents per mile if you can get a seat. The minimum
economy pure jet fare s %486 round trip or 7.1 cents per mile,

% See letter from Leroy Tours (exhibit No. 10)

2 See letter of Jan, 26, 1961, from Lanseair (exhibit No. 11):
2 Exhibit No. 12.
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The second change relating to charter in H.R. 7512 is a proposal to give the
supplemental air carriers the right of “first refusal” in the charter field. His-
torically, the supplementals have believed in free competition but have never
been permitted to compete with anyone basically except one another. They be-
lieve that the airline system today would be improved by competition but are
skeptical that significant competition will ever be allowed. Consequently, if
the system is to be one where everybody is protected, they certainly would like
to have a modest amount of protection for themselves,

The Board has said repeatedly that the supplementals pioneered the charter
market and that the development should continue. Last year, CAB Member
Chan Gurney, in a letter to the chairman of this committee, dated May 18, 1960,
stated: “It is my firm belief that the future of the supplemental air carrier in-
dustry lies in the further development of the charter market—and not in at-
tempting to engage in route-type operations of any kind.”

One of the practical problems arising from lack of protection in the charter
market is the fact that the charter operations of the roufe earriers are sporadie
and unpredictable and charter operations are a mere minor byproduct of their
overall operations. For instance, they may have idle piston engine equipment
on hand awaiting sale and during this period get into the charter market tem-
porarily only to leave it suddenly, creating violent fluctuations.

The right of first refusal would not mean that the supplementals would get all
the charter business. For those charterers who wanted jets, for those who
wanted super deluxe, first-class accommodations, we would not be able to ac-
commodate them and they would go with the big carriers. The supplementals
never have and never will concentrate on that type of market.

There have been many speeches recently from aviation leaders, both Govern-
ment and industry, pointing to a need for a clearer alinement of air transport
functions by classes of carriers, which I presume means that each class of
carriers should have more protection. If the system is to be one of more
protection, we think we should have some, If it is to be one of more competi-
tion, we would like to be able to compete.

The third and last substantive amendment proposed in H.R. 7512 is to permit
192 round-trip flights per year between any two points in the United States
for the carriage of individually ticketed passengers or individually waybilled
argo in lien of the present authority limited to a frequency not to exceed 10
trips per month.

If viewed on a monthly basis, this would represent an increase from 10 to 16
trips per month.

The Select Committee on Small Business of the U.8. Senate after studying this
problem in 1953, recommended a minimum figure of 14 or 15 flights per month.®

The figure of 10 trips per month was set in 1955 by the Board in its interim
order in docket 5132. At that time the number of seats and schedules offered
by the big carriers was many, many times less than those offered today, particu-
larly with the advent of jets. In other words, the Board tied us to a statie
concept in a dynamieally increasing industry in which the most prominent
characteristic is a proliferation of seats and schedules by the route carriers.

If the same ratio of seats offered by the supplementals to the seats offered by
the big carriers in 1955 were applied today, it would be necessary to grant the
supplementals far more than the authority for 16 trips per month, It seems
only fair to consider adjusting the trip authority in the light of today’s situation
rather than that of 1955 or earlier.

By the terms of the order in docket 5132, the trunk carriers were permitted
to apply for a reduction of the 10-trip anthority if they could show that the use
of this authority was injuring them. I am not aware that they have sought to
have the authority reduced, and it is, therefore, difficult to believe that it has
been a serious factor affecting their fortunes.

In this connection, Senator Monroney said on page 190 of the hearings before
the Aviation Subcommittee of the Committee on Interstate and Foreign Com-
merce U.S. Senate on S. 1543 that after reviewing the growth of revenue
passenger-miles of the scheduled airlines and contrasting that growth with the
growth of the revenue passenger-miles of supplementals, that the big carriers’
fears seem to him like those of a 707 or DC-8 being afraid that a Piper Cub is
going to outrun it.

= Report of the Select Committee on Small Business, U.8. Senate, Rept. No. 822, 83d
Cong., 1st sess. : “Future of Irregular Alrlines.”
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We need trip authority—first to permit us to carry a load if the Board
insists that it is not a charter-worthy group; and second, we need it becanse
there is not enough revenue in the military or commercial charter business
to support the industry in off seasons or if the military contract business is
decreased through circumstances beyond our control. It is necessary for us
to put together the odds and ends of several markets in order to survive, and
we need more than 10 trips per month to make it profitable.

The flexibility of being able to account for the trips on an annual rather
than a monthly basis would enable us to be more effective in relieving traffie
congestion at peak and seasonal periods, such as, Christmas or winter in
Florida and summer transcontinentally.

An increase in the trip authority would serve the publie by providing a
limited number of low-fare trips for the many people who cannot afford to
travel by air at present fares. There has never been any price competition
among the big carriers. All price competition, whether it has been the air-
coach field, the cargo field, the military contract field, or the commercial
charter business, has always come from outside the inner sanctum operated
by the trunklines. A glance at the Aviation Guide will convinee you that
whether you ride American, United, or TWA to the west coast, you have no
choice as to price and little choice as to anything else.

Another interesting fact is that in virtually all route proceedings new
applicants claim that they will reduce fares and that the public will benefit
therefrom. However, once they are selected, they never seem to reduce them.
In the case of the most recent large route proceeding, the Southern Transconti-
nental Service case, the present fares are the same us they were prior to
awarding the routes to new carriers.

As jet equipment has been introduced, surcharges have been added, of
course. Coach fares for piston aireraft are thus lower than for jet, but even
these are higher than they were in 1957 : meanwhile, the quality of the service
on piston aireraft has deteriorated very noticeably.

These developments can be traced very easily by reference to two major
airline markets: New York-Los Angeles and New York-Miami. In both these
markets, some service has been offered simultaneously by supplemental air-
lines, at reasonable fare levels, but because of the enforced limitations on
frequency of service, the supplemental operations have not had sufficient
impaet to force coach fares on the trunklines down to reasonable levels,

In 1957, 2 years before the dawn of the jet age, transcontinental air fares
were, by today's standards, indeed reasonable. The first-class fare between
New York and T.os Angeles was $158.85. A 5-percent-round-trip discount
was available, too, to reduce this amount to $150.90 for round-trip passengers.
Or, with the family plan, additional members of the family could fly, on off-
peak days, at half the one-way fare, i.e., at $79.45. For a family of four this
reduced the average first-class fare to $99.30.

Regular coach fares were $99, and a 30-day excursion fare of $80 each way
was available on a round-trip basis only, Mondays through Thursdays only.

At that time the supplemental airlines were offering transcontinental fares
of $88 one way or $80 on a round-trip basis, generally using unpressurized
DC-4 aireraft. The three trunklines, American TWA, and United were using
pressurized DC—6, DC-7, and Super G Constellation equipment, with frequent
service on a one-stop and two-stop for first class and coach passengers alike.™

# See table on air fares between leading points where new routes were granted in the
gouti;?;u Transcontinental Service case, before and after start of new service (exhibit

0. -

% These fares were taken from the September 1957 Officlal Airline Guide, and, like the
fares to be quoted on the next page from the June 1961 Guide, they exelude all taxes.
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Now, in June 1961, all transcontinental air fares, except those of the supple-
mental airlines, are much higher than in 1957. The comparison is as follows:

1957 | 1961 Percent
increase

First class:
Piston aireraft . ___ Rt s L STl Al i $158. 85
Turboprops s
Pure jets Ll - . D i

basis - SR . 150. 80
Family p! ' for 4} piston 04, 30
Family pla
Coach:
Piston aireraft_.__ - sk 4 9. 00
Turboprops
Pure jets_ . _ y
30-day excursion . .
Bupplemen irlines:
Piston aireraft 4 -
Piston, round-trip basis

At first glance the above increases do not look very large, proportionately.
In fact, however, the three trunklines now offer almost all their transconti-
nental service in pure jet aireraft. The best piston service involves four or
five stops en route, too. American’s one and only piston aircraft schedule from
New York to Los Angeles, with a DC-6, makes no less than 11 intermediate
stops. It leaves New York at 11 p.m., and arrives at Los Angeles at 3:58 p.m.
the nmext afternoon. The elapsed time is 19 hours and 58 minutes. In effect,
the coach passenger is forced to take a jet, and to pay jet prices. Instead of
being able to enjoy an excursion rate of $80 each way, he must pay $138.60.
This is an effective increase of 73 percent in fares. Moreover, the $138.60 jet
fare is only 8 percent less than the $150.90 first-class fare (on a round-trip
basis) of 1957.

Other increases are hidden. The round-trip discount for first class has dis-
appeared, just as the excursion rate in coach has gone. Stopovers now break
through fares, costing extra. In 1957 the New York-Los Angeles passenger could
return via San Francisco; now he must pay an extra fare of $25.55 first class
or $16.45 coach, plus, in most cases, a $2 jet surcharge. The family-plan dis-
count has been reduced from 58 percent to 3314 percent.

In this market the poor man, to whom price is all-important, is just out of
Inck unless he turns to the supplemental airlines, whose fares have not been
increased a nickel. Here, he finds DC-6's now, or other similar equipment, in-
stead of the 1957 DC—4's, The only trouble is a lack of frequency.

The same situation holds between New York and Miami. Today's jet day
coach fare of §65.90 is 36 percent higher than the $50.50 day coach fare of 1957,
and only 5 percent less than the $72.85 first-class fare of 1957 (round-trip basis).
The situation is less acute than transcontinentally, however, becanse in the
New York-Miami market there is still a good variety of nonstop piston flights,
where the day coach fare is now $56.95, and the night coach $49.

Here again, the person to whom price is important must turn to the supple-
mental air carriers. Their fare is only $39 between New York and Miami, or
$35 on a round-trip basis. Again, however, frequency of service is very limited.

The fare increases of the domestic trunklines might be more acceptable if
they were accompanied by some justification. But the jets are supposed to be
cheaper to operate, on a seat-mile basis, than piston aireraft, not more expensive.

If improvements in cabin service, reservations, and ticketing procedures, and
so forth were the result, the fare increases again would be understandable.

Mr. Paul J. C, Friedlander, travel editor of the New York Times, showed a
rare insight into this problem in an article published in the Times on June 26,
1960 : “Only recently have the carriers begun to admit, first privately and now
sometimes in publie, that some of their vaunted competition is not true com-
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petition, and that it may not be worth what it costs the passenger. The airlines
all fly the same equipment, cover the same distance between cities in the same
flying time, serve the same kind of food (often indistinguishable in looks and
taste), put different but similar uniforms on strikingly similar cabin attendants,
make the same kind of mistakes day in and day out in reservations and ad-
vance bookings, make the customer suffer through the same confusion when
he tries to book a seat and put him through the same kind of exhausting nervous
tension at the airports while awaiting for his flight and, later, for his lug-
gage, * * *

“It is a rare and highly perceptive passenger who can tell offhand whether
be is riding in a 707, a DC-8, or an 880. They look alike, their performance
characteristics are similar, their flying times run within minutes of each other,
and the fares are the same. What kind of competition is this?

“The airlines reply that their competition comes in the personal service they
give at the air terminals and at their reservation offices and in the food and
beverages and the cabin service aloft.

“Here also, it takes a highly perceptive passenger to tell whether he has been
waiting impatiently on a telephone ringing in one airline reservation office or
another, whether he has been bumped off a flight because of overbooking by
one airline or its competitor, whether the domestic champagne the stewardess
offers him is bubblier on one plane than on another and whether his weight
allowance (40 pounds on domestic coach and first-class flights) is more inade-
‘quate on one plane than on another.

“He certainly finds no airline fighting competitively for his trade by offering
him free stopover privileges, such as are available on foreign routes. European
airlines advertise that, for the price of a ticket between New York and, say,
Amsterdam, Copenhagen, or Rome, the traveler may visit a halftdozen major
-cities in between.

“In this country it costs the passenger money to make a stopover; not much
money, perhaps, but the principle seems to be violated at the expense of the
traveler. A New York-Los Angeles ticket today on a nonjet airplane costs
$166.25 first class. To include a stopover in Chicago today the passenger pays
$47.95 New York-Chicago, and $120.35 for a Chicago-Los Angeles ticket. The
diference between $168.30 and $166.25 is $2.05. In a coach it costs an extra
§12.15 for the stopover. These annoying charges are hard to explain, since they
involve none of the additional miles of flying a stopover in Paris entails on a
New York-Amsterdam ticket. * * *

“It is a fair question, one worthy of prompt study, whether both the industry
and airline passengers might not be served better if there were fewer airlines
operating opposing services over the same route. There could be no less true
competition than there is now. There might even be more if the CAB then kept
a close eye on the kinds of service being offered and compelled the airlines to
live up to the responsibility inherent in their Government-awarded franchises.”

At least some members of the CAB have been aware of this situation, too,
Member G. Joseph Minetti voted against the majority's approval of jet surcharges
because of evidence “that unit costs for jet aireraft will be appreciably lower than
current unit costs for piston-driven aireraft.®

Former members Louis Hector, dissenting in a TWA fare case, where TWA was
attempting to offer a siesta sleeper-seats at first-class fares only, without a sur-
charge,” declared in part, as follows:

“On April 3, 1958, Examiner Walsh served his initial decision in the investiga-
tion, finding that the TWA siesta-seat fare is ‘not unjust or unreasonable, un-
Justly discriminatory, unduly preferential, unduly prejudicial, or otherwise un-
lawful’ American and United immediately filed exceptions to the examiner's de-
cision and the case came to the Board on appeal,

“American, however, did something else at the same time. On April 23, 1958,
it filed a tariff proposing to give service at coach fares on DC-T planes with
first-class seating configuration on nonstop transcontinental flights departing
during the off-hour period between 10 p.m. and 3:59 a.m. This seemed to be,
at least in part, a ecompetitive move in answer to TWA’'s siesta service. Instead
of giving the first-class passenger more leg room for his money, American pro-
posed to give the coach passenger more leg room, reasoning perhaps that this
more comfortable service at a low cost might siphon off some of the passengers

* Order No. E-13395, Jan. 16, 1959,
# Order No. E-13180, Nov. 20, 1958,




LIMITED AIR CARRIER CERTIFICATES 85

who would otherwise have paid the higher first-class fare to ride in TWA’s
siesta seats. To anyone who believes in the virtues of the competitive system,
this seemed a very healthy development. Two large carriers competing vig-
ororusly for an important segment of traffic were each giving the customer
more for his money in an effort to gain a larger share of the market—in precisely
the same way that producers of consumers goods and services—both essential and
luxury—have throughout our economic history done a better job for the Ameri-
can consumer under the spur of competition. This seemed a healthy develop-
ment also in view of the fact that one of the crucial problems for the airlines
in the next decade is fo increase traffic substantially and that this can probably
be accomplished only by lower fares and improved service.

“A majority of the Board, however, apparently frightened that genuine com-
petition might break out, suspended the American tariff on May 22 before it
could go into effect ® and then on June 13 announced in a press release that it had
voted to disapprove as unreasonable and unlawful the TWA siesta-sleeper seat.
The majority thus in one stroke denied to the American people the improved
services and lower fares on transcontinental flights that real competition had
begun to bring to them, and denied to the carriers reasonable freedom to
manage their own affairs within the free play of the competitive market.”

The one market where fares have heen held to levels that appeal to the poor
is New York-Puerto Rico. Here, the “grandfather” carriers face some real
competition. In 1957, when Trans Carribbean Airlines was just a supplemental
carrier, that company was charging $49 for coach service between New York
and San Juan. Eastern’s coach fare was $64. Pan American had a tourist fare
of $64 and “thrift” fare of $52.50.

By 1961, one would normally expect the fares to have been raised very sub-
stantially. In this market, however, Trans Caribbean was granted a certificate
by the CAB in November 1957. This was the first time, and it is the last time,
to date, that a supplemental carrier was allowed to compete with established
trunklines without frequency limitations.

The Board majority apparently was impressed with Trans Carribbean’s plan
to inaugurate “Sky-Bus” service between New York and San Juan, although
Viee Chairman Gurney, in a dissenting opinion, thought the addition of a third
carrier in this market “will do little to improve the service in this area.” ®

With Trans Caribbean an active competitor for the “grandfather” airlines,
fares have kept within reason. Trans Caribbean’s New York-San Juan fare
today is $47.15. Eastern’s jet coach fare is $78.30, as is Pan American’s, but
Pan American also offers a thrift fare of $55. This thrift fare is only $2.50 more

s )

than Pan American was charging in 1957.

The following is an excerpt from testimony of James M. Landis, former CAR
Chairman in hearings before the Senate Interstate Commerce Committee, S1st
Congress, re Senate Resolution 50 (airline industry investigation) April 29, 1949,
and points to the public benefits from price competition :

“Senator BrewsTEr. Does it require a very great intellect to realize that, if
you put the nonscheduled on the most profitable source of the line, you imme-
diately affect very materially the high load factor and high ultilization of
equipment ¥

“Mr. Laxois. I do not think you wonld necessarily do that.

“Senator BREWSTER. You do not think so?

“Mr, Laxpis. No; I do not think so.

“Senator Brewster. I am afraid you would find difficulty in getting many
people to agree with you.

“Mr. LaNpIS. I certainly will, Senator, and I find great difficulty, and you
will find great difficulty all along the line, in combating what might be the
myth of competition. Airline manager after manager will inveigh against com-
petition coming in on his system; yet the story is over and over again that
appropriate competition there has built up the servie , rather than dropped
the service, * * *

“Senator BrewsTER. The implication of your present line of testimony wonld
be toward unlimited competition?

“Mr. Laxp1s. No: it is not.

= Order No. E-12540,
# Order No. E-11959, Sept. 12, 1957.
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“Senator BREwsTER. You do not go quite that far?

“Mr. Laxprs, I do not want to leave that impression with you, and I do not
want to leave the impression that this is an easy problem to solve. I would
hesitate to leave that impression,

“I do think that there is some place for some kind of an incentive here to press
for a reduction of operating costs. 1 cannot fail to be impressed by the difference
between the operating costs of some of these various carriers, and 1 cannot say
that that difference is due to the fact that they are skimming the cream, or that
they are doing this or something of that type. I think fundamentally the dif-
ference—at least a large part of that difference—is due to a cost-consciousness
on their part. They watech costs, they have to watch costs.

“Whereas, with subsidies always in back of Yyou, the impetus to watch costs
is just not there to the same degree,

“I think, for example, in the cargo field the persons who started off as non-
scheduled carriers in the cargo field have done an enormous service to that
field. I do not believe cargo would have developed to the extent that it has
developed if it had not been for these people outside. This field of passenger
service, so-called coach service, which is cheap transportation, was inangurated
by the outsiders and has been followed by the certificated airlines.

“But they have not initiated that field. They have followed it rather than
initiated it.

“According to all the reports that I get—the reports are secanty yet—the inau-
guration of various coach services by Capital Airlines, by Pan American, have
been very attractive. The load factors have been high; and, according to their
statements, they are doing quite well on it.

“There is a drive now to introduce more coach service throughout this coun-
try. I think it is a good thing. If you get high-load factors that way by,
say, running a plane at midnight out of New York for Chicago, just think of
the high-load factors yon might get if you ran that type of coach service out in
an appropriate period of the day.

“I think that whole question of the degree to which the transportation of
persons—inass transportation—can be gotten by a different fype of service, a
difference in rates, has not as yvet been thoroughly explored. I do not think
we know the answer to that.

“When I say I do not know what I would do with these people operating on
the fringe of the certificated industry, I speak to you quite frankly. I think
the existence of people like that, who are a thorn in the side of the fellows
in the business, is a good thing.

“As you know, Emerson’s famous maxim—that everybody is as lazy as he
dares be—applies to all of us.”

It is difficult to say that any progress has been made in competition in the
12 years since Mr. Landis’ testimony and that if anything, competition is
more of a myth now than then. I wonder, Mr., Chairman, if we strengthen the
case for free enterprise throughout the uncommitted world in our struggle
against Russia by being so concerned about possible competition that could
not have possibly affected more than a maximum of less than three-fourths of
1 percent of the revennes of the domestie trunk carriers. I wonder further,
Mr, Chairman, if the trunk ecarriers are to have absolute protection against any
and all competition that may arise in the future if it would not be better to
rid onrselves of the mockery of free enterprise in air transport by the Govern-
ment taking over their ownership and operation as an arm of the Government.

To conclude, after 15 years of struggle, we ask for recognition by the Con-
gress of pioneering some new fields, of serving as a small yardstick by which
to measure the airline industry, of having served and being able to serve as
a ready reserve in case of military emergency, of having built up a small
but experienced industry which is a national asset, and of serving in a very
minor way to keep alive the flame of free enterprise and competition in a
stogy industry dedicated to a doetrine of protectionism.

Our sitnation is sueh that we cannot temporize longer with the attitude of
the Government toward us. If you cannot help us, the wise among our group
will liguidate and earry with them the sears of a battle to create in a small
wiay a better air transport system and with a bitter realization that the small
can no longer oppose the big in Ameriea.
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Exsierr No. 1
INDEPENDENT AIRLINES ASSOCIATION SUPPLEMENTAL AIR CARriER CONFERBENCE
MEMBER CARRIERS, 1961

Aerovias Sud Americana, Inc., 6201 West Imperial Highway, Los Angeles, Calif.
Victor V. Carmichael, Jr., president. Washington address: Booker C. Powell,
vice president, 1010 Vermont Avenue NW., Washington, D.C.

Airline Transport Carriers, doing business as California Hawaiian Air Lines,
Hangar No. 3, Lockheed Air Terminal, Burbank, Calif. C. C. Sherman,
president.

American Flyers Airline Corp., Meacham Field, Fort Worth, Tex. Reed Pigman,
president.

Associated Air Transport (317 North Royal Poinciano Boulevard), Post Office
Box 932, International Airport, Miami, Fla. Douglas T. Bell, president.
Blatz Airlines, Inc., Lockheed Air Terminal, Burbank, Calif. F. Alfred Blatz,

president.

Capitol Airways, Inc., Berry Field, Nashville, Tenn. Jesse F. Stallings, presi-
dent, Mack H. Rowe, vice president.

Central Air Transport, Inc., 10527 Burbank Boulevard, North Hollywood, Calif.,
Fred R. Atking, president, Bert Baughman,

Currey Air Transport, Ltd., Lockheed Air Terminal, Burbank, Calif. T. D.
Thompson, vice president.

Great Lakes Airlines, Inc., Lockheed Air Terminal, Burbank, Calif. I. E.
Hermann, president.

Imperial Airlines, Inc., Post Office Box 675, Miami Springs, Fla. E. J. Aver-
man, president.

Modern Air Transport, Inc., Newark Airport, Newark, N.J. John P. Becker,
president.

President Airlines, 13273 Ventura Boulevard, North Hollywood, Calif. Fred
Wilson, president, George 8. Patterson, general manager.

Paul Mantz Air Service, Lockheed Air Terminal, Burbank, Calif. T. J. Bodwell,
president.

Purdue Aeronautics Corp., Purdue University Airport, Lafayette, Ind. Grove
Webster, vice president, Raymond C. McKinley.

Quaker City Airways, Inec.,, Administration Building, North Philadelphia Air-
port, Philadelphia, I’a. Herbert Sussman, president.

Saturn Airways, Inec., Post Office Box 182, Miami International Airport, Miami,
Fla. Robert C. Goodman, president.

Sourdough Air Transport, Box 54, Boeing Field, Seattle, Wash. Burbank
office : 10901 Sherman Way, Sun Valley, Calif. A. R. Johansen.

Southern Air Transport, Post Office Box 114, Miami International Airport,
Miami, Fla. F. C. Moor, president.

Standard Airways, Inc, Lockheed Air Terminal, Burbank, Calif. 8. B. Craft,
president.

Trans-Alaskan Airlines, care of Keatinge & Older, 3325 Wilshire Boulevard, Los
Angeles, Calif. G. F. Anton, vice president.

Trans International Airlines, 5800 Avion Drive, Los Angeles, Calif. Kirk
Kerkorian, president.

Transocean Air Lines, Oakland International Airport, Oakland, Calif. Orvis
M. Nelson, president.

United States Overseas Airlines, Inc., Cape May County Airport, Post Office
Box 234, Wildwood, N.J. Ralph Cox, Jr., president.

World Airways, Inc., Oakland International Airport, Oakland, Calif. Edward
J. Daly, president.

World Wide Airlines, In¢,, Building 1126, Oakland International Airport, Oak-
land, Calif. 8. E. Spicher, president.
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Exaierr No. 2

I. Supplemental air carriers whose certificates were validated under Public
Law 86-661, July 14, 1960, and who currently hold certificates:
American Flyers Airline Corp.
Associated Air Transport, Inc.
Aviation Corp. of Seattle.
Blatz Airlines, Inc,
Coastal Cargo Co.
Conner Air Lines, Ine.
General Airways, Ine.
Johnson Flying Service.
Imperial Airlines, Inc. (formerly Regina Cargo Airlines, Inc.)
Paul Mantz Air Services.
Modern Air Transport.
Overseas National Airways, Inc.
President Airlines (formerly California Eastern Aviation, Ine,)
Quaker City Airways, Inc.
Saturn Airways, Inc. (formerly All American Airways, Inc.)
Sourdough Air Transport.
Southern Air Transport, Ine.
Standard Airways.
Stewart Air Service,
Trans International Airlines (formerly Los Angeles Air Service).
Transocean Air Lines.
United States Overseas Airlines, Inec.
World Airways, Inc.
II. Supplemental air carriers which have been recommended for certificates by
the examiner with the case now pending before the CAB :
Airline Transport Carriers.
Argonaut Airways Corp.
Miami Airlines, Inec.
S.8.W., Inc.
World Wide Airlines, Inec.
ITI. Supplemental air carrier whose certificates has been approved by the CAB,
but has not been issued : Purdue Aeronautics Corp.
IV. Supplemental air carriers who were denied certificates in docket 5132, and
have an appeal in the courts:
Central Air Transport, Inc.
Currey Air Transport, Ltd.
Great Lakes Airlines, Inc.
Trans-Alaskan Airlines,
V. Supplemental air carrier who received a certificate from the CAB after the
publication of Public Law 86-661 : Northwest Air Service,

Exuisir No. 3
A 10-year comparison of operating results in the supplemental airlines industry

[In thousands]

Revenue Cargo ton Operating
passenger miles revenues
miles

764, 829 32, 857 $34, 105
, 016, 202 70, 475 1, 835
+ 251, 685 78,713 83, 249
, 256, 911 75, 270 70, 028
v 242, 224 53, 215 54, 664
, 395, 682 74, 601 76, 824
. 004, 052 110, 67, 609

767,287 | 86, 50, 454
. 152, 988 89, 65, 204
+ 589, 007 83, 106 76, 180 , 997

2,143,911 5 80, 955 (4, 756)

Bources:
1950-51, American Aviation magazine annual review issues.
1952-60, CA B, quarterly reports of air carrier financial statistics and montnly reports of traffic statistics,
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Exuaisir No, 4

Charter revenues as a percentage of total transport revenues of domestic trunk-
lines in domestic operations—1959-60

Charter Total Percent
revenues transport charter
revenues

1959: Thousands | Thousands
American e e S R $278 $360, 634
$ S s 3908 | 65, OR6
108, 002
45, 346
. 103, 547
Eastern. % =5 o v, 270, 069
National ....... 4.7 - L BT 66, 835
Northeast........ T =7 d
Northv
T-W.A
United._. S s o
Western........- e e Py - ..s 80

Total

210 tn B8 e © B9 88 B e B

1960:

American
Braniff. . .
Capital._....
Continental ... _._.. - gk sz
Dalta. .. e i 533
Eastern ds T F A NS Ty ey 300
National____ il - . . - 1,428
Northeas = = e : 59
Northwest ; Z 410
T.W.A. 1, 646

'ni AT e < =2 2,419 353, 191
Western e o = 444 4, 038

2| =1 OO D e e T S0

4t T ST P s, T 7 L RO 10,414 1, 930, 551

Source: CAB form 41 reports, schedule P.-1.2.

Exuaisir No. 5

Distribution of revenue passenger miles carried by the supplemental airlines—
195560

Revenue passenger-miles

12 months ended—
Domestic International

Civilian Military Civilian Military

Jolume of traffic

Do S0 = o el 240, 060 124, 517 430, 526 L-LLJ‘(N‘S)
Dec, 31, 195 e - = - \ 208, XX 116, 573 i
Dec. 31,1 5 -1 : 219, 832 226, (M8
l}g-c_:ﬂ,}u. A e o -1 315, 1u1, 826 b s
Dec. 31, 1950, : : — 377, 203 243, 541 : , Of 1..'mu U7
BB 108D L e e e 207, 809 263, 53 1, 554, 434 2,424, 825

Percent distribution

y 1 ..
‘-{'lnl .HI !.Ml"

1 Latest data available,
Nore.~—Distribution detail for 1954 not available,

Souree: CAB, reports of air carrier traflic statistics.
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Exumir No. 6

Development of aircoach revenue passenger-miles in domestic trunk airline
schedule services, 1949-60

Revenue passenger-miles

|
|
o
|Percent coach
|

15t cluss Coach !
(millions) |

6, 319
6,710
K, 933
9, 766
10, 579
10, 913

= . A AL — 14, 391
1959_.__. e e e 15, 853
1960 _._. - 14, B46

11st year of any significant volume of eoach operations by domestic trunklines,

Sources: CAB “Handbook of Afrline Statistics, 1940-56," and monthly reports of air carrier traffic
statistics.

ExHIBIT No. 7

Dollar cost of commerecial airlift procured by MATS

Carrier Fiseal vear Fiseal year Fiscal year Fiscal year
1955 1856 1957 1958

Blick Afrways, Inc el Tt $301, 882, 77 $4, 265,034, 18 | $8, 450, 103, BI $7.071,815.19
Overseas National Afrways, Inc._.__. - 534, 210. & 3, 016, 079, 03 2,288, 717.7 400, 437. 16
Flying Tiger Line, Inc. ___ meceze=al 1, 534,918, 3, 023, 678. § 6, 539, 140, 19, 033, 989, 14
California Eastern J\\.iution Ine. =5 329, 420. 3 + 478, 186. 50 4, 687, 054. 3, 528, 750. 14
Capital Airways, Inc..._____ 4 , 927. & 506,243 7 1,964,453. 70 | 2,057,273. 55
Beaboard & Western —\irlinM Tne__ 5 : 7,491, 10, 256, 172. 11, 895, 876. 12
Trans Caribbean Ajrways, Inc. 3 728, &
Twentieth Century -\irlinm Inc
U.8. Overseas Airlines, Ine..___
Pan American World \irmns. Inc..
Transocean Airlines, Ine._ .
Viking Airlines, Ine__________
Peninsular Air Transport ____ = 5 ,.: 0
Trans World Airlines, Ine_____ =~ 333, 236 513, 577. 26
Resort Adrlines, Ine. _ - 253, 314. 9 1, 810, 321. 80
Great Lakes Airlines, Inc____ 2 38, 370. 7¢ 782, 598,
Los Angeles Air Service. g e 022, 350. 4 101, 423,
Northwest Airlines, Ine_____ i 5, 257, 461, 186,
Central Air Trum-,pnrt Ine. .
CAT, Ine. e i b e (
World Airways, In A= Seniaie 369, 30 | 2,347,054.68
Pacific Northern Airlines e - + 250. 64, 672,18
General Airways, Inc e 31, 065, 54, 671. 4 &0, 691, 91
United Alfrlines, In 0, 7 | 4, 840, 62 0
California Hawaiian Afrlines. . —— 276, 200, 50
i} 0

Meteor Air Transport, Inc , 076,
Alaska Airlines. . ________ 4, 107. 34
Atlantic area (common carrie | 22, 500. 00

Tota)e e iaiiieniae oo B,B41,065.28 | 42,016,848, 49,746,035, 51 | 56, 785, 090. 80
|
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[Reprinted from Federal Register of April 28, 1961)

Exmsir No, 8

CIVIL AERONAUTICS BOARD, ECONOMIC REGULATIONS, EFFECTIVE
APRIL 28, 1961

[Reg. ER-326)
PART 205—TRANSATLANTIC CHARTER TRIPS

Revision of Part

Adopted by the Civil Aeronauties Board at its office in Washington, D.C., on
the 20th day of April 1961.

This part contains the amended general requirements governing applications
for, and operations under, individual exemption orders authorizing the perform-
ance of transatlantic passenger charter flights by United States air carriers
other than carriers certificated to provide unlimited passenger service over
designated routes. The regulation does not itself grant any authority for the
operation of transatlantic passenger charters and any ecarrier seeking such
authority must file application in accordance with the provisions of this part for
an exemption pursuant to section 416 (b).

Historically, a major objective of the Board has been the development of the
potentially large mass international travel market in the United States with-
out undue diversion from the regularly scheduled, individually-ticketed services
of United States and foreign flag route operators. In furtherance of this ob-
Jective, the Board has granted individual authorizations for transatlantic charter
flights to carriers not otherwise thereunto authorized, but has also imposed
and from time to time has redefined standards for charter eligibility of groups.
Thus, in 1957, we amplified the general criteria for charter eligibility which we
had followed in 1955 and 1956. These criteria were largely those that had been
previously developed by the carriers and the Board, and had been embodied in
TATA Resolution 045, which contains the requirements established by scheduled
international route operators for their own operations. In 1958, we made these
criteria more specific and susceptible of precise application. And in 1959, we
embodied them with minor modifications in an Economic Regulation (Part 295),
giving them greater stability and legal effect than theretofore. In 1959, we
also concluded the Foreign Off-Route Charter Investigation, Docket 7173, in
which foreign air carriers were for the first time authorized to perform off-route
charters in air transportation. In addition to amending their permits to pro-
vide this authority, we promulgated a new Economic Regulation (Part 212) and
established as guides for issuance of a charter authorization standards similar
to those in Part 205. In 1960, after the TATA carriers had finally undertaken,
upon the Board's suggestion, to provide more definitive and enforceable stand-
ards for their own operations, we undertook to modify Parts 295 and 212 in
order to conform our requirements in substantial respects to those now pro-
vided in amended TATA Resolution 045 Consequently, at such time charter
requirements for all elasses of transatlantie carriers had become substantially
similar.

During the developmental period of this program, the Board considered it
necessary and desirable to pass on each individual passenger charter flight in
foreign air transportation by supplemental and certificated eargo carriers, and
Part 295, as hitherto in effect, thus required special authorization by exemption
for each charter.

However, on November 14, 1960, the Board issued a notice of proposed rule
making (EDR-21, Docket 11907, 25 F.R. 10944) in which it proposed to amend
Part 295 to provide, instead, the framework within which it might grant tem-
porary (seasonal) blanket exemption authority. Upon consideration of all rele-
vant matter in the comments received in response to the notice, the Board has
decided to adopt revised Part 295 substantially as proposed.

The regulation contemplates the granting of temporary exemption authority,
during the tourist charter season, individually to those supplemental and all-
cargo carriers which are also applieants in a now current proceeding to deter-

11t wag also necessary to impose as conditions to approval of Resolution 045 certain
standards, especially with respect to travel agency participation in charters, which TATA
had not provided for in the Resclution. See Order E-16295, dated Januvary 23, 1961.
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mine whether such carriers, or any of them, should be certificated to conduct
transatlantic passenger charters® and which are otherwise qualified. This reg-
ulation further sets forth the criteria and conditions which shall be observed in
conducting passenger charter operations pursuant to such temporary authority
as may be granted hereafter.

It should be noted that such exemptions as may bs subsequently granted will
be within the seasonal period of transatlantic charter activity from April through
September. Further, pending completion of the aforesaid charter investigation,
seasonal exemptions will be annually renewable upon regular application as
set forth in § 205.5 of the part. Of course, applications for exemption authoriza-
tion for individual charter trips may still be made in conformity with Part 302
of the Board's Procedural Regulations, and insofar as charterworthiness is
concerned, the standards of this regulation will be largely determinative of the
disposition of such applications. However, the Board does not contemplate
that it will grant individual flight approvals to supplemental or cargo carriers
where the carrier either has not applied, or has applied and been found unqual-
ified, for the seasonal exemption herein contemplated, except in unusual or
compelling circumstances.

The Board believes that several basic considerations support the coneclusion
that seasonal passenger charter authority in the transatlantic market for sup-
plemental and all-cargo carriers will be in the public interest. It is recognized
that there has been a substantial and sustained growth of transatlantic pas-
senger charters and that supplemental air carriers have provided a significant
part of this service. During the 1960 season, for instance, supplemental car-
riers conducted a total of 226 flights or approximately 17 percent of the com-
bined number of flights conducted by Part 295 and IATA carriers. There is
reason to believe that such services by these carriers will continue to be needed.
The charter season is, for the most part, also the extremely busy regular service
season over the North Atlantic for the IATA carriers. Further, these latter
carriers have generally been engaged in a jet reequipment program and may
increasingly find it uneconomic to maintain appropriate facilities to operate
piston aircraft merely to serve a seasonal charter market. Yet, jet eapacity
and costs may be such as to reduce substantially the potential of jet aireraft
for charter services, particularly with respect to small groups. From its con-
tacts with chartering groups in past years, the Board is informed that such
groups have sometimes been unable to obtain charter flights at the times they
desired them.

A second major consideration is that it no longer is administratively neces-
sary to retain the requirement that nonroute operators obtain special anthority
for each charter. The standards of charter eligibility are now sufficiently
precise and understandable to preclude substantial inadvertent violations of
charter principles which would lead to a breakdown in the proper distinetion
between charter and individually-ticketed services and thus have a serious
adverse effect on regularly scheduled services.

A third consideration for the present action is the economic and administra-
tive burden which supplemental and cargo earriers have had to sustain in being
required to obtain special approval for each passenger charter trip. These
carriers are relatively small particularly as compared with passenger route
operators, and the necessity of obtaining prior authorization for each charter
makes advance planning of their operations considerably more difficult. As
comments from earriers reveal, equipment must often be committed a sn bstantial
time in advance and projection must be made with respect to the economical
use of aireraft (e.g., resolving the problems of filling empty ferry legs). It was
further stated in comments that amelioration of these factors would afford
greater opportunity for the subjeet carriers to maintain and develop all their
services. Comments also indicated that the expense, time and paperwork re-
quired for preparing and pursuing so many applications is not insignificant in
total effect, and the adverse sales impact of a charterer's knowing that specifie
authorization must be sought from the Board appears to be undue competitive
disadvantage. Comments showed that such factors may well have been instri-
mental in causing withdrawal from the market of seemingly successful passen-
ger charter operators and apparently have contributed to the changing identities
of carrier participants in transatlantic charter operations. Since the market
for these carriers is seasonal, its attractiveness from an economic standpoint

#Transatlantic Charter Investigation, Liocket 11908,
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is limited." Under these circumstances, relatively small impediments ean loom as
large factors in a decision to devote resources to it.

These three basic considerations noted above have prompted the Board to
institute the proceeding to investigate whether certificates should be granted to
those carriers which would undertake on a sustained basis to meet such need
a8 may exist for passenger charter services additional to those provided by the
passenger route operators. The same considerations also indicate that any
exemptions which may be issued to such carriers pending final determination in
the aforesaid proceeding should be on a seasonal rather than an individual
charter basis,

Various objections to the proposed regulation were recelved from transat-
lantic passenger route carriers. Thus, they assert that the contemplated blanket
exemptions would be issued on the theory that supplemental and all-cargo
carriers have a right to be in the transatlantic passenger market free of the
disadvantage of adherence to a prior approval procedure which does not apply
to route carriers. However, the Board’s conclusion that a change from indi-
vidual to seasonal exemption would be in the public interest is not based on the
concept of affording relief because of any rights in the market. The rule con-
templates appropriate temporary relief for qualified carriers coming within
its purview in the conduct of operations which supply a needed supplementa-
tion of other services. It is consonant with the declared policy of the Board
to develop charter services as the public interest requires. It does not place
the supplemental and all-cargo carriers on an equal competitive basis with
transatlantic route operators which retain the advantages of more stable authori-
zations, market identification, larger sales organizations, and in case of on-
route charters; established stations. Further, seasonal exemptions, like indi-
vidual charter exemptions, can be granted only if they satisfy the requirements
of section 416(b).

Comments also asserted vagueness of the Board’s tentative conclusions con-
cerning the burden involved in existing procedures, and question whether any
appreciable burden would be removed from the supplemental and all-cargo
carriers by eliminating the requirement of prior approval. These comments also
question the Board's conclusion that the identification of carriers participat-
ing in this traffic has changed because of the burden of making prior applica-
tion, and call it unsupported and a mere guess, advocating the hypothesis that
the transatlantic passenger charter service is inherently unprofitable for sup-
plemental air carriers. Conversely, other comments from a route air earrier
object that the regulation would attract additional supplemental and all-cargo
carriers to this market. Comments of supplemental and all-cargo operators
generally tend to confirm the Board’s tentative conclusion, derived from proc-
essing of Part 295 charter applications during the past years, that the prior
approval requirement was a serious administrative and economic burden. Since
exemptions will be granted only upon application and in accordance with the
provisions of section 416(b), the regulation as such is not determinative of
the number of authorizations which the Board will issue thereunder. Of course,
no exemption will be issued to other than qualified carriers.

It is also asserted that a change to seasonal authorizations is untimely in
that it would result in substantial awards not required by any emergency
and in the face of doubt as to whether decision in the certificate proceeding,
Docket 11908, will result in awards of any charter authority. Various argu-
ments relating to the issues in that proceeding are made to show the existence
of such doubt. Another carrier comments that the awards would prejudge
the certificate proceeding. However, as stated above, the Board presently deems
continnation of the transatlantic charter services of supplemental and all-
cargo carriers necessary in the public interest, and this revision of the regula-
tion merely reflects the Board’s conclusion that this should be accomplished
by seasonal grants. Any exemption that may be issued will be for the peak char-
ter season of the year and renewal of such exemption will require a de novo
determination under section 416(b). The issue of seasonal exemptions will not
prejudge the certificate proceeding, Docket 11908, or any issue therein.

Objection to the regulation is also made on the ground that transatlantic
charter operations by supplemental and all-cargo carriers adversely affect the
economy of the scheduled airlines, at the very time when unnecessary dupli-

*We, of course, recognize that the fluctuations In MATS' polley and its effect on the
avallabllity of backhauls affect the economy of charter service and the desirabllity of
participation in this market.

72536 0—81 T
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cation of service should be eliminated and such operations are not needed. We
do not conceive of the transatlantic passenger charter service as unnecessary
duplication. Thus the Board believes that the standards of Part 205 ade-
quately protect the scheduled route carriers from undue diversion.

Further comment was submitted advocating that this regulation should be
effectuated only after formal hearing. The hearing to be held in the certificate
proceeding which we have instituted will be directed to the long range needs
and authorizations in the transatlantic passenger charter fleld. The comments
contained nothing that would establish that hearings prior to the issuance of
this regulation are required as a matter of law or by public interest considera-
tions. Although this regulation, by itself, grants no rights, the Board is adopt-
ing the regulation in the belief that the requisite findings under section 416(b)
can be made in the event that an application is filed by a properly qualified
applicant. There will be adequate opportunity for objection respecting any
particular application for temporary authority flled pursuant hereto.

In further comments received, objection has been made to the exclusion of
any supplemental carrier from eligibility for examptions under this rule and
especially to exclusion on the ground that the supplemental carrier is not an
applicant for a charter certificate in the above-mentioned proceeding. Con-
versely, other comments deplored an alleged lack of adequate standards or limi-
tations to insure the fitness of carriers granted blanket authority. The Board
is satisfied that the public interest justifies keying its transatlantic charter poliey
to the operations of those carriers which have exhibited a sustained interest in
the operation of transatlantic charters. Further, this Part contemplates that
successful applicants will have met completely adequate standards of fitness.
Section 2955 now specifically requires that applications be accompanied by
such additional supporting information as data showing whether the applicant
possesses aircraft capable of providing the service ; whether capital required to
operate is available to it ; whether it has made arrangements for protecting char-
terers' deposits so as to be in a position to make prompt refunds when flights
are not operated ; whether it has definite plans to operate, such as signed condi-
tional contracts or options; whether it has a reasonable program for assuring
on-time departures and for suitable substitute arrangements where emergency
situations necessitate substitute service; whether it will provide a point of con-
tact overseas for charter groups for securing information regarding return
trips; and that it has the ability to conform to all the provisions of the Act and
the requirements thereunder. Previous experience in the transatlantic pro rata
charter market will also be a factor to be considered.

It was also suggested that all-cargo carriers be excluded from this Part in
conformity with a concept of encouraging specialists to devote their endeavors
to developing their own limited markets. The proposition would have greater
force if the all-cargo carriers were firmly established in their regular cargo work
on a stable and sound economie basis. The role of the all-cargo carrier in the
subject charter services may be better determined after decision in the Domestic
Cargo-Mail Service Case (Docket 10067, et al.). There is sufficient reason
to exclude all-cargo carriers at this time from this regulation.

Several comments were submitted sugggesting greater safeguards against
violations of bona fide charter operations hereunder. It was proposed that basic
charter data be filed prior to each flight with the Board, be open to public
scrutiny and objection, and be subject to disapproval by the Board. Concern was
also voicead as to the availability of effective sanctions.

Charter standards are now sufficiently clear and precise and so well known to
carriers that there can be no confusion on the part of an operator or his com-
petitor as to what constitutes a violation of the Board's charter concept. Any
substantial violations can be expected to become readily known to competing
carriers and could be reported to the Board by appropriate complaint. Fur-
ther, information on every charter flight must be filed monthly pursnant to this
part and can serve as an additional source of information available to the public
for checking on the validity of operations performed. In addition, miuch more
detailed data, under certification of charterer, travel agent, and carrier, as to
each charter operation must be retained by the carrier available for Board in-
spection. With such opportunity to discover violations being available there is
little likelihood that carriers wonld knowingly engage in unauthorized opera-
tions and risk the quite sufficient sanction of later not being eligible for renewed
exemption authority or not being found fit for a charter certificate. Such au-
thority as may be issued under this part will be subject to amendment or revoea-
tion in the discretion of the Board.
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While it is true that the self-interest of supplemental and all-cargo air car-
riers would not directly cause them to protect the individually-ticketed pas-
senger market, thelr self-interest in remaining eligible for renewal of authoriza-
tions and eventual certification will constitute a strong incentive for them to
abide by the regulation.

From the fact that in the past some carriers submitted charter applications
which the Board had to reject, it does not follow that they would have performed
such charters on their own responsibility. It is expected that the carriers will,
for their own protection, ask for an advisory opinion in doubtful ecases, and for
a waliver in cases more clearly outside the standards of these rules.

In addition to the above, other comments were received urging the Board to
make several changes not specifically dealt with in the notice of proposed rule
making. The American Society of Travel Agents proposed a 23-day year-round
excursion fare on individually-ticketed services in lieu of the provisions of Part
295. It may be noted that the recent meeting of IATA at Cannes did not result
in a proposal to the Board of such a fare, and thus we have no basis for con-
sidering this proposal in connection with the subject amendment of this part.
One cargo carrier suggested a limitation on carriage of cargo on passenger
charter ferry legs to avoid undue diversion from cargo carriers. There has been
no showing of any undue diversion through prior operations conducted under
the provisions of Part 295 and the change from individual flight exemptions to
blanket authorities should not unduly increase the changes of such an occurrence.
Another carrier suggested inclusion of a rate floor to prevent uneconomic opera-
tions. This is not now found necessary inasmuch as the transatlantic pas-
senger charter market has not exhibited any tendency toward extreme rate
cutting.

Several other proposals not dealt with in the notice were submitted in response
thereto. Thus, comments were received urging the Board to allow for split
charters whereby the aircraft is shared by separate charter groups; to permit
any relative residing with a member of the charter group to participate in the
trip as a member of his “immediate family,” and to permit travel agents to
participate in charter administration and allow them to receive commissions for
charter services performed for the carrier even though they are members of the
charter organization. The Board does not consider such amendments advisable.
Split charters would tend to erode the concept of charters as plane-load opera-
tions. Inclusion of all household relatives beyond spouse, children and parents
(the usual resident categories) lends itself to abuse since determination of the
true residential status of other relatives is not easily accomplished. The matter
of relaxing restrictions on travel agents has been periodically considered and
no new showing has been made which would warrant changing the Board’s
established position on the provisions mentioned.

Four supplemental carriers proposed liberalization of the prohibition against
paying commissions to travel agents in excess of five percent of the total charter
price or of the commission rate paid by a passenger carrier certificated to
conduct regular service between the same points. They argued that supple-
mental carriers cannot engage in charter price competition with route operators,
since the agent’s commission, based on a lower charter price, would actually
result in less remuneration for him and jeopardize his impartial representation
of supplemental operations as opposed to certificated operations. The ceiling
on commissions should not be lifted. It has served to reduce the incentive for
promoters to act as indirect air carriers and to “create” charters through indi-
vidual solicitation of the general public. In light of the limited nature of Part
205 operations, and the advisability of having distinctive safeguards for such
operations, the proposed modification of the subject provision does not appear
advisable,

Some carriers also suggested amendment of Part 295 to clarify permissible
carrier solicitation of charter groups, advertising of individual rates for par-
ticipants in pro rata charters, and carrier advertising of ground-tour arrange-
ments. Section 295.11(a) states that a ecarrier shall not engage directly or
indirectly in any solicitation of individuals as distinguished from the solicitation
of an organization for a charter trip. Consistent with this provision carriers
may engage in advertising not directed to the individual. To permit adver-
tising of a pro rata charge by itself would encourage the carriers to direct
advertising at individuals rather than officers of bona fide organizations and
would in effect encourage individuals to form “clubs” for purposes of chartering.
It should be noted that a carrier is not in a position to state what a pro rata
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charge will be since such charge depends on the number of seats on the aircraft
that are actually filled and such other matters as the administrative expenses
assessed against pro rata shares in each particular charter. On the matter of
advertising land tours, we do not interpret Part 205 as prohibiting such adver-
tising so long as it is directed at groups rather than at individuals. Advertising
of land tours directed at individuals would be an indirect method of soliciting
individuals for charter flights. However, we interpret Part 295 as permitting
a carrier to speak of the availability and general price range of land tours
when it addresses its advertising to groups, and to refer guch groups to tour
operators,

Several carriers proposed elimination of § 205.2(j) which sets forth a pre-
sumptive standard for judging bona fide members of charter organizations and a
safeguard against the carriage of spurious charter groups. The Board finds this
provision should be retained expressly to avoid the admission of members through
publie solicitation for purposes of charter flight participation. The definition
of bona fide members is modified in accordance with the notice of rule making.
Previously it included a presumption that members were not bona fide unless
they had belonged to the charter organization at the time of the filing of the
application for special authority to conduet the particular charter. With the
removal of this requirement for individual trip authorization the presumption
was tentatively changed to refer to persons as not being bona fide unless belong-
ing to the organization at the time it gives “notice to its members of firm charter
plans.” * Objection was made to this definition as being too vague. To be more
restrictive might unduly hinder charter participation. There will be many
instances where a charterer's “notice to its members of firm charter plans" will
indicate a flight date which may serve to show a specific charter arrangement.
Since such solicitation notices must be filed with the carrier under this Part
and be retained by it for possible Board inspection there is insignificant likeli-
hood that the proposed standard of bona fide members as here amended will
lead to spurious charter participation.

Comment was also received from the System Route Committee, Pilots-Pan
American World Airways. This group felt that liberalization of charter rules
would curtaii charters by Pan American and adversely affect their job advance-
ment. In the light of our diseussion herein there is no showing of any possible
injury sufficient to warrant further limitations concerning operations covered
by this regulation.

In view of the foregoing, the Board finds that the subject amendment of Part
295 is in the publie interest.

New § 295.5 contains the requirements for application for the new exemption
authority. All former provisions which related to Board approval of specific
aspects of charters not generally permitted nnder this part (such as provisions
in §295.33(a) (2) and § 205.35(b) (3)) have been omitted. The effect of this is
that air carriers which receive authority under this part may not perform
charters which do not comply with this part in every respect unless a waiver
has been granted by the Board pursuant to § 295.3.

Similarly, former § 205,17 which required individual postflight reports to the
Board is being eliminated. However, such information will have to be filed with
the carrier by the travel agent and the chartering group as before. The revised
provisions of Part 295 require the filing of a report by the earrier within 15 days
after the close of each month concerning each charter trip operated during such
month ; setting forth (a) date of trip; (b) points served; (¢) number of round-
trip and one-way passengers; (d) name of chartering organization; (e) descrip-
tion of chartering organization disclosing basis for conclusion that group is bona
fide; (f) name of travel agent; and (g) basis for construction of tariff charge.
These provisions will be found in new § 295.6 which also refers to the necessary
record-retention requirements incorporated in Part 249.

4The full definition § 205.2()) reads as follows: * ‘Bona fide members' means those mem-
bers of a charter organization who have not joined the organization merely to participate
in the charters as the resnlt of a solicitation directed to the general publie. ‘re-
sumptively persons are not bona fide members of a charter organization unless they are
members at the time the organization first glves notice to its members of firm charter
plans and unless they have actually been members for a minimum period of slx months
prior to the starting flight date. This presumption will not be applicable in the case
of charters composed of (1) students and educational stalf of a single school, and im-
mediate familles thereof, (2) employees of a single Government agency, industrial plant,
or mercantile establishment, and immediate families thereof, or (3) participants in a
formal academle study course abroad, In the ease of all other charters, rebuttal to this
presumption may be offered for the Board's consideration by request for waiver.”
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Amendment to § 20580 has been incorporated ralsing to 20,000 the former
numerical maximum of 15,000 for chartering groups drawn from an area other
than a local area. This has been accomplished in conformity with Board Or-
ders E-16147 and B-16205, Docket 11879 approving an amendment to the TATA
Charter Resolution carrying out a parallel change.

Apart from the aforementioned changes, the provisions of Part 205 remain
substantially the same. As previously noted, the rule contains restrictions on
the transatlantic passenger charter business which guard against the entry into
the fleld of indirect air carriers and which also prevent charterers from solieit-
ing the public or segments of the public for charter flights. In addition, there
are protective provisions guarding participants in charter trips from inequitable
burdens and charges,

With regard to the prohibition against charterers obtaining participants for
a charter group by soliciting the general publle, the rule prevents the forming
of a group by (1) general advertising or (2) unlimited soliciting of charter
participants from an organization easy to join, and of uncertain or large and
scattered membership. The rule thus provides the general framework within
which to judge the charterworthiness of the cases on their own facts. For ex-
ample in accordance with the provisions of §205.80 as amended, prospective
charter participants solicited without limit from organizations or other entities
with a total membership of more than 20,000 (except colleges or universities
located in one local area) would be considered as solicited from the general
public which would preclude their charter trip. However, if the solicitation of
charter participants should be limited to a group of selected delegates who are
members of a large assoclation with scattered membership, the size of the
association would not appear to bar the charter.®

Further, in the case of employees of a business whose total employment would
apparently render a charter ineligible for approval, a valid charter might be
solleited from the employees of two or more plants of such enterprise, provided
the total number of employees in such plants would be suficiently limited as to
meet the tests applied by the Board in the case of a single organization. Also,
the decision to limit the charter solicitation to the plants involved would nec-
essarily have to be made prior to solicitation for the charter, and each such
charter (if there were more than one) would have to be locally administered,
independently of the others. It would be inappropriate to make a general so-
licitation of the employees of the entire enterprise and subsequently limit the
charter group in an attempt to conform with the criteria of the regulation.

In those cases, furthermore, where federations of groups are the organizations
from which charter groups are sought to be derived, several issues under the
solicitation criterla set forth herein would necessarily arise: for instance,
whether the federation provides services directly to members of several separate
organizations in a given locality, or is merely a superstructure tying several
individual associations together. Factors to be weighed would include the rela-
tionship of members represented by such federation to the total population of
the area covered by the federation, past history of joint activities sponsored by
the federation, and whether the federation exists only nominally as a means of
exchanging information, with participation limited to meetings of representa-
tives of each member group and individual membership therein being merely a
matter of record or form at the most,

To facilitate advising a prospective charterer of (1) charter prerequisites
and (2) the opportunity to obtain advisory opinions on charterworthiness, it is
provided that a copy of this regulation shall always be sent to each prospect
direetly by the carrier concerned. The carrier, where known, will receive a
copy of any advisory opinion requested by a charterer.

In order to facilitate the use of this regulation by charterers, the Board has
decided to reissue the regulation with all amendments incorporated therein
rather than to promulgate an amendinent to the regulation as a separate doecu-
ment. In consideration of the facts that the subject amendment is principally
a relaxation of heretofore existing restrictions; that the amendment relates
only to operations to be authorized in the future; that waivers of the provisions
of the regulation may be granted where justified in the public interest and war-
ranted by special or unusual circumstances; and that time is of the essence
since the transatlantic charter season is approaching, the Board finds that the

®Thus, if the organization is participating in a sclentific convention abroad, the indl-
vidunls selected to read papers at the convention may be organized into a charter group.
Or if an international organization is to hold a meeting, delegates elected by various
chapters might properly be organized Into a charter group.
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publie interest requires and good cause exists for making this regulation effec-
tive upon less than 30 days following publieation.

In consideration of the foregoing, the Civil Aeronautics Board hereby reissues
Part 205 of the Economic Regulations (14 CFR Part 205), effective April 28,
1961, as follows:

295.1 Apﬁ)l!cahlllty.
295.2 Definitions,
205.8 Walver,
2054  Separability.
’ Applieation for exemption authority.
Reporting and record retention.

BUBPARY A.—PROVISIONS RELATING TO PrRO RaTA CHARTERS

REQUIREMENTS RELATING TO AIR CARRIERS

Bolicitation and formation of a chartering group.
Pre-trip notification.

Tariffs to be on file,

Terms of service,

Agent's commigsion,

Prohibition against payments or gratuities,

REQUIREMENTS BELATING TO TRAVEL AGENTS

Limited activities,

Permissible solicitation, sale or ticketing of individual participants for land tours.
Agents who are members of the chartering organization.

Prohibition against double compensation.

Prohibition against incurring obligations.

Prohibition agalnst payments or gratuities.

Statement of supporting information.

REQUIREMENTSE RELATING TO THE CHARTERING ORGANIZATION

Solicitation of charter t{mrticlpant:’r.
Passengers on charter flights.
Participation of immediate families in charter flights.
Charter costs.
Statements of charges,

205.35 Passenger manifiests.

295.36 Btatement of supporting information.

SUBPART B—PROVISIONS RELATING T0 SINGLE ENTITY CHARTERS

290640 Tariff to be on file.
205.41 Terms of service.
205.42 Commissions paid to travel agents.

SUBPART C—PROVISIONS RELATING TO MIXED CHARTERS
285.50 Applicable rules,

SUBPART D—PROCEDURE FOR ADVISORY OPINION ON THE BLIGIBILITY OF A CHARTERER
285.60 Advisory opinion.

AUTHORITY : §§ 205.1 to 205.60 Issued under sec. 204(a), 72 Stat. 748 : 40 U.8.C. 1524,
Interpret or apply secs. 407(a) and 416(b), 72 Stat. 766, 771 : 40 U.8.C. 1377, 13846,

§2051 Applicability.

This part establishes the requirements governing applications for, and opera-
tions under, individual exemption orders authorizing for periods up to 180 days
but terminating not later than September 80 of any vear, the performance of
pro rata; mixed and/or single entity charter flights for transatlantic passengers
by United States flag air carriers other than carriers certificated to provide un-
limited individually ticketed passenger service over designated routes. Each
application will be considered and passed upon by the Board in accordance with
the statufory standards of section 416(b) of the Act. Such application shail
be filed and submitted in compliance with the applicable provisions of this part.
Operations under any such individual exemption authorizing the performance
of transatlantic passenger charter flights shall be conduected in conformity with
the pertinent requirements of this part unless otherwise specifically authorized
by the Board. The provisions of this regulation shall not be construed as limit-
ing any other authority to engage in air transportation issued by the Board.

§ 205.2 Definitions.

As used in this part, unless the context otherwise requires—

(a) “Charter flight” means transatlantic air transportation performed by a
direct air carrier where the entire capacity of one or more aireraft has been
engaged for the movement of persons and their baggage, on a time, mileage or
trip basis :
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(1) By a person for his own use (including a direct air carrier or surface
carrier when such aireraft is engaged solely for the transportation of company
personnel or commercial passenger traffic in cases of emergency) ; or

(2) By a representative (or representatives acting jointly) of a group for the
use of such group (provided no such representative is professionally engaged in
the formation of groups for transportation or in the solicitation or sale of trans-
portation services).

With the consent of the charterer, the direct air earrier may utilize any un-
used space for the transportation of the carrier's own personnel and property.

(b) “Pro rata charter” means a charter the cost of which is divided among
the passengers transported.

(e) “Single entity charter" means a charter the cost of which is borne by the
charterer and not by individual passengers, directly or indirectly.

(d) “Mixed charter” means a charter the cost of which is borne, or pursuant to
contract may be borme, partly by the charter participants and partly by the
charterer.

(e) “Person” means any individual, firm, association, partnership, or cor-
poration.

(f) “Travel agent” means any person engaged in the formation of groups for
transportation or in the solicitation or sale of transportation services.

(g) “Charter group” means that body of individuals who shall actually par-
ticipate in the charter flight.

(h) “Charter organization” means that organization, group or other entity
from whose members (and their immediate families) a charter group is derived.

(1) “Immediate family"” means only the following persons who are living in
the household of a member of a charter organization, namely, the spouse, de-
pendent children, and parents, of such member.

() “Bona fide members” means those members of a charter organization
who have not joined the organization merely to participate in the charter
as the result of a solicitation directed to the general public. Presumptively
persons are not bona flle members of a charter organization unless they are
members at the time the organization first gives notice to its members of firm
charter plans and unless they have actually been members for a minimum
period of six months prior to the starting flight date. This presumption will
not be applicable in the case of charters composed of (1) students and educa-
tional staff of a single school, and immediate families thereof, (2) employees
of a single Government agency, industrial plant, or mercantile establishment,
and immediate families thereof, or (8) participants in a formal academic study
course abroad. In the case of all other charters, rebuttal to this presumption
may be offered for the Board's consideration by request for waiver.

(k) “Solicitation of the general public” means (1) a solicitation going be-
yond the bona fide members of an organization (and their immediate families),
such as advertising directed to the general public by radio, television, news-
paper, or magazine, or (2) the solicitation, without limitation, of the members
of an organization so constituted as to ease of admission to membership, nature
of membership, area of residence of members, and size of membership, as to
be in substance more in the nature of a segment of the public than a private
entity.

§2053 Walver.

A waiver of any of the provisions of this regulation may be granted by the
Board upon the submission by an air carrier of a written request therefor not
less than 30 days prior to the flight to which it relates provided such a waiver
is in the public interest and it appears to the Board that special or unusual
circumstances warrant a departure from the provisions set forth herein.

§ 2054 Separability.

If any provision of this part or the application thereof to any air transpor-
tation, person, class of person, or circumstance is held invalid, neither the
remainder of the part nor the application of such provision to other air trans-
portation, persons, classes of persons, or circumstances shall be affected thereby.

§ 205.5 Application for exemption authority.

Proceedings on applications for exemption aunthority pursuant to section
416(b) of the Federal Aviation Act of 1958 to conduct transatlantic passenger
charter flights (pro-rata, mixed and/or single entity charters) shall be gov-
erned by §§ 302.400 to 302.409 of this chapter (Rules 400 to 409 of Part 302 of
the Board’'s Procedural Regulations), subject, however, to the following addi-
tional or different provisions:
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(a) Applications may be flled only by alr carrlers which are applicants in
good standing for transatlantic charter authority in Transatlantic Charter In-
Ig;algatlon, Docket 11808, instituted by Board Order E-16028 of November 14,

(b) Applications for exemption authority shall be flled with the Board at
least 60 days prior to the proposed first flight under such authority.

(e) The application shall state whether authority to fly pro-rata charters,
mixed charters, and/or single entity charters s requested; the scope of the
charter service to be provided ; and the program to be employed for screening
charters for full compliance with this part (including provisions for canceling
charters contracted for but found not to be bona fide). It shall also be accom-
panied by all other pertinent data including but not Hmited to a showing whether
the applicant possesses aircraft capable of providing the service: whether the cap-
ital required to operate is available to it; whether it has made arrangement for
protecting charterers’ deposits so as to be in a position to make prompt refunds
when flights are not operated; that it has appropriate pro rata charter tariffs
on flle with the Board pursuant to §205.18; whether it has definite plans to
operate, such as signed conditional contracts or options; whether it has a
reasonable program for assuring on-time departures and for suitable substitute
arrangements where emergency situations necessitate substitute service; wheth-
er it will provide a point of contact overseas for charter groups for securing
information regarding return trips; and that it has the ability to conform to
all the provisions of the Act and the requirements thereunder.

(d) Coples of the application shall be served on each direct air carrier
certificated to provide unlimited transatlantic passenger service,

§ 205.6 Reporting and record retention,

(a) Fifteen days after the end of each calendar month, each carrier holding
operating authority pursuant to this part shall file with the Board’s Bureau
of Economic Regulation a report setting forth the following information per-

taining to each charter flight performed during said month pursuant to such
authority :

(1) Date of trip;

(2) Points served ;

(8) Number of round-trip and one-wiy passengers;

(4) Name of chartering organization ;

(6) Description of chartering organization disclosing basis for conclusion
that the group is bona fide (identify criteria relied upon) ;

(8) Name of travel agent: and

(7) Construction of tariff charge.

(b) Prior to performing any charter flight pursuant to this part the carrier
shall execute, and require the travel agent (if any) and charterer to execute,
the form “Statement of Supporting Information” attached hereto and made a
part hereof.

(c) BEach air carrier holding operating authority pursuant to this part shall
comply with the applicable record-retention provisions of Part 249 of this sub-
chapter, as amended.

SUBPART A—PROVISIONS RELATING T0 PRO RATA CH ARTERS

REQUIREMENTS RELATING TO AIR CARRIERS

§205.11 Solicitation and formation of a charteri ng group.

(a) A carrier shall not engage, directly or indirectly, in any solicitation of
individuals (through personal contact, advertising, or otherwise) as distin-
guished from the solicitation of an organization for a charter trip.

(b) A carrier shall not employ, directly or indirectly, any person for the
purpose of organizing and assembling members of any organization, club, or
other entity into a group to make the charter flight.

§ 205.12 Pre-trip notification.

Upon a charter flight date being reserved by the carrier or its agent, the
carrier shall provide the prospective charterer with a copy of this regulation,
Part 295." The charter contract shall include a provision that the charterer,

* Coples of this regulation are avallable by purchase from the Superintendent of Docu-
ments, Washington 25, D.C. Single coples will be furnished without charge on written
request to the Publications Section, Civil Aeronauties Board, Washington 25, D.C.
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and any agent thereof, shall only act with regard to the charter in a manner
consistent with this regulation and that the charterer shall within due time
submit to the earrier such information as specified in §§ 205.34 and 295.35 and
submit to each charter participant the information identified in § 295.34. The
carrier shall also require that the charterer and any travel agent involved shall
furnish it in duoe time for review before flight the information required in
§§ 205.36 and 295.26, respectively.

§ 205,13 Tariffs to be on file.

At the time an exemption application is submitted the carrier shall have on
file with the Board a tariff showing all its rates, fares, and charges for the use
of the entire capacity of one or more aireraft in air transportation and all its
rules, regulations, practices and services in connection with the transatlantic
pro rata charter transportation which it offers to perform. Tariffs filed pursuant
hereto shall expressly recite that the transportation may not be furnished unless
the Civil Aeronauntics Board specifically exempts the air carrier from the require-
ments of section 401 of the Federal Aviation Act of 1958,

§ 205.14 Terms of service.

(a) The total charter price and other terms of service rendered pursuant to
authority granted under this part shall conform to those set forth in the appli-
cable tariff on file with the Board and in force at the time of the respective
charter flight and the contract must be for the entire capacity of one or more
aircraft. Where a carrier’s charter charge computed according to a mileage,
tariff includes a charge for ferry mileage, the carrier shall refund to the
charterer any snm charged for ferry mileage, which is not in fact flown in the
performance of the charter: Provided, That the carrier shall not charge the
charterer for ferry mileage flown in addition to that stated in the contract
unless such mileage is flown for the convenience of and at the express direction
of the charterer.

(b) The carrier shall require full payment of the total charter price or the
posting of a satisfactory bond for full payment prior to the commencement of
the air transportation.

(¢) In the case of a round-trip charter, one-way passengers shall not be car-

ried except that up to five percent of the charter group may be transported one
way in each direction. This provision shall not be construed as permitting
knowing participation in any plan whereby each leg of a round-trip is chartered
separately in order to avoid the five pereent limitation aforesaid. In the case
of a charter contract calling for two or more round-trips, there shall be no in-
termingling of passengers and each planeload group shall move as a unit in
both directions.

§ 29515 Agent's commission.

The carrier shall not pay its agent a commission or any other benefits, di-
rectly or indirectly, in excess of five percent of the total charter price as set
forth in the carrier’s charter tariff on file with the Board, or more than the
commission related to charter flights paid to an agent by a carrier certificated to
render regular service on the same route, whichever is greater. The carrier
shall not pay any commission whatsoever to an agent if the agent receives a com-
mission from the charterer for the same service,

§ 205.16. Prohibition against payments or gratuities.

A carrier shall make no payments nor extend gratuities of any kind, directly
or indirectly, to any member of a chartering organization in relation either to air
transportation or land tours or otherwise, Nothing in this section shall restrict
a carrier from offering to each member of the charter group such adver-
tising and good will items as are customarily extended to individually ticketed
passengers (e.g., canvas traveling bag or a money exchange computer).

REQUIREMENTS RELATING TO TRAVEL AGENTS

§205.20 Limited activities.

A travel agent may not assist in the organization or assembly of a charter
group, handle the sale of the air transportation to any individual members of
a group, or otherwise engage in the administration of the charter flight (in-
cluding signing the charter agreement for the charterer or collecting or dis-
bursing pro rata shares of participants). The agent may arrange land tours
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for a charter group provided he deals with the group ag a whole. He may
deal with individual members of a group regarding land tours only under the
cirenmstances indicated in § 205.21. While his services may be utilized to pre-
pare brouchures or other literature describing all aspects of the eharter trip,
the distribution of such material to individual participants must be confined
to the hands of the charterer. Nothing in this section, however, shall prohibit
the carrier from having a travel agent make distribution to the charter flight
participants of boarding passes pursuant to Warsaw Convention practices.

§295.21 Permissible solicitation, sale or ticketing of individual participants
for land tours.

A travel agent may deal with individuals for land tours (including ticketing
and receipt of individual deposits for such tours) if such persons, on an indi-
vidual basis after arranging for charter participation, initiate a contact with
him to request of him land tour arrangements different from those which have
been made available to the charter group as a whole through the organizer of the
group. A travel agent (or person controlled by, controlling, or under common
control with such travel agent) who does not assist in the engaging of air-
craft for the charter® and does not receive remuneration from the earrier in
connection with the charter may, in addition, solicit (i.e., initiate the approach
to) individual members of the charter group (i.e., persons who have already ar-
ranged for charter participation) for land tours, and with respect to such tours
receive deposits and conduct ticketing of such individual members,

§295.22 Agents who are members of the chartering organization.

If a travel agent, or officer, director, or employee of such an agent, is a
member of the chartering organization, such agent, or officer, director, or
employee, may not receive, directly or indirectly, any commission or other
compensation with respect either to the charter flight or the land tour. Subject
to this prohibition, he may participate in those activities, and only those, per-
mitted to other travel agents,

§ 20523 Prohibition against double compensation,

A travel agent may not receive a commission from both the direct air carrier
and the charterer for the same service, nor may he receive directly or in-
directly any part of the administrative labor cost referred to in § 205.83(c).

§205.24 Prohibition against incurring obligations.

A travel agent shall not incur any obligation on behalf of a chartering organ-
ization relating to the expenses of solicitation or organization of the individual
participants in the chartering organizaton, whether or not it is intended for
the organization to assume ultimately the obligation incurred.

'§205.25 Prohibition against payments or gratuities,

A travel agent shall make no payments nor extend gratunities of any kind,
directly or indirectly, to any member of a chartering organization whether in
relation to air transportation or otherwise. Nothing in this section shall re-
strict a travel agent from offering to each member of the charter group such
advertising and good will items as are customarily extended to individually-
ticketed passengers (e.g., a canvas traveling bag or a money exchange com-
puter).

§205.26 Statement of supporting information.

Travel agents shall execute, and furnish to air carriers, section A of Part II
of the Statement of Supporting Information, at such time prior to flight as
required by the carrier to afford it due time for review thereof.

REQUIREMENTS RELATING TO THE CHARTERING ORGANIZATION

§ 205,30 Solicitation of charter participants.

As the following terms are defined in § 295.2, members of the charter group
may be solicited only from among the bona fide members of an organization,
club or other entity, and their immediate families, and may not be brought

2 This would Include asslstance in any form which would place the carrier under even an
implicit obligation to the agent for having procured the charter., However, it would not
inelude mere discusslon between agent and charterer about the several alrlines which the
charterer might wish to contact.
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together by means of a solicitation of the general public.
solicited without limit from organizations or other entities with a total mem-
bership of more than 20,000 {eéxcept colleges or universities located in one
local area) shall be considered as solicited from the general publie.

§2095.31 Passengers on charter flights,

Only bona fide members of the charterer, and their immediate families, may
participate as passengers on a charter flight. Where the charterer is engaging
round-trip transportation, one-way passengers shall not participate in the
charter flight except as provided in § 205.14(c). When more than one round-
trip is contracted for, intermingling between flights or re-forming of plane-load

groups shall not be permitted and each plane-load group must move as a unit
in both directions.

Charter participants

§205.32 Participation of immediate families in charter flights.

The immediate family of any bona fide member of a charter organization
may participate in a charter flight. The immediate family of such member
shall be construed to include only the following persons who are living in
his household, namely, the spouse, dependent children, and parents of such
member.

§ 205.33 Oharter costs.

(a) The costs of charter flights shall be
passengers and no charter passenger sha
except that (1) children under twelve
charge less than the equally prorated
of age may be transported free of charge,

(b) The charterer shall not make charges to the charter participants which
exceed the actual costs incurred in consummating the charter arrangements,
nor include as a part of the assessment for the charter flight any charge for
purposes of charitable donations. All charges related to the charter flight
arrangements collected from the charter participants which exceed the actual
costs thereof shall be refunded to the participants in the same ratio as the
charges were collected.

(¢) Reasonable administrative costs of organizing the charter may be di-
vided among the charter participants. Such costs may include a reasonable
charge for compensation to members of the charter organization for actual
labor and personal expenses incurred by them. Such charge shall not exceed
$300 (or $500 where the charter participants number more than 80) per round-
trip flight, Neither the organizers of the charter, nor any member of the
chartering organization, may receive any gratuities or compensation, direct
or indirect, from the carrier, the travel agent, or any organization which pro-
vides any service to the chartering organization whether of an air transporta-
tion nature or otherwise. Nothing in this section shall prevent any member
of the charter group from aceepting such advertising and good will items as
are customarily extended to individually-ticketed passengers (e.g., a canvas
traveling bag or a money exchange computer).

(d) If the total expenditures, including among other items compensation
to members of the chartering organization, referred to in §295.33(c) above,
but exclusive of expenses for air transportation or land tours, exceed $750 per
round-trip flight, such expenditures shall be supported by properly authenti-
cated vouchers to be given to the carrier with the “Post Flight Report” re-
quired pursuant to § 295.34.

§205.34 Statements of charges.

(a) Any announcements or statements by the charterer to prospeective char-
ter participants of the anticipated individual charge for the charter shall clearly
identify the portion of the charges to be separately paid for the air trans-
portation, for the land tour, and for the administrative expenses of the
charterer,

(b) Within 15 days after completion of each one-way or round-trip flight
the charterer shall complete and supply to each charter participant and the air
carrier involved a detailed report showing the charge per passenger trans-
ported and the charterer’s total receipts and expenditures. This report shall
be submitted in the form of, and contain such information including the ahm'?
as more fully specified by, the “Transatlantic Charter—Post Flight Report”
annexed hereto and made a part of this part.

prorated equally among all charter
Il be allowed free transportation :
years of age may be transported at a
charge; (2) children under two years
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§ 20535 Passenger manifests.

(a) Prior to each one-way or round-trip flight a manifest shall be filed by the
charterer with the air ecarrier showing the names and addresses of the persons
to be transported and specifying the relationship of each such person to the
charterer (by designating opposite his name one of the three relationship cate-
gories hereinafter described). The manifest may include “stand-by” participants
(by name, address, and relationship to charterer).

(b) The relationship of a prospective passenger shall be classified under one
of the following categories and specified on the passenger manifest as follows:

(1) A bona fide member of the chartering organization at the time the organ-
ization first gave notice to its members of firm. charter plans and will have
been a bona fide member of the chartering organization for at least six months
prior to the starting flight date. Specify on the passenger manifest as “(1) mem-
ber.”

(2) The spouse, dependent child or parent of a bona fide member who lives in
such member's household. Specify on the passenger manifest as “(2) spouse” or
“(2) dependent child” or “(2) parent.” Also give name and address of member
relative where such member is not a prospective passenger.

(3) Bona fide members of entities consisting only of persons from a study
group, or a college campus, or employed by a single Government agency, indus-
trial plant, or mercantile company, or persons whose proposed participating in
the charter flight was permitted by the Board pursuant to request for waiver.
Specify on the passenger manifest as “(3) special” or “(3) member" (where
participants are from a study or campus group or from a Government agency,
industrial plant or mercantile company).

(c) In the case of a round-trip flight, the above information must be shown
for each leg of the flight and any variations between the eastbound and west-
bound trips must be explained on the manifest.

(d) Attached to such manifest must be a certification, signed by a duly au-
thorized representative of the charterer, reading:

The attached list of persons iIncludes every Individunl who may particlpate In the
charter flight. Every person as identified on the atached list (1) was a bona fide member
of the chartering organization at the time the chartering organization first gave notlce to
its members of firm charter plans, and will have been a member for at least six months
prior to the starting flight date, or (2) is a bona fide member of an entity consisting of
(1) students and edueational staff of a single school, or (ii) employees of a single Govern-
ment agency, industrial plant, or mercantile establishment, or (3) is a person whose partiei-
pation has been gpecifically permitted by the Civil Aeronauties Board. or (4) Is the spouse,
dependent child, or parent of a person described hereinbefore and lives in such person's

household, or (5) is a bona fide participant in a charter composed of participants in a
formal academic study course abroad.

(Signature)
§ 205.36 Statement of supporting information.

Charterers shall execute and furnish to air earriers section B of Part IT of the
Statement of Supporting Information, at such time prior to flight as required by
the carrier to afford it due time for review thereof.

SuBPART B—PRoVISIONS RELATING T0 SINGLE EXTITY CHARTERS

§ 20540 Tariff to be on file.

The direct air carrier shall have a currently effective tariff on file with the
Board prior to flight which discloses all the rate, fares and charges for the use
of the entire capacity of one or more aireraft in air transportation and all its
rules, regulations, practices and services in connection with the transatlantic
single entity charter transportation which it offers to perform.

§ 20641 Terms of service,

The total charter price and other terms of service shall conform to those
set forth in the applicable tariff filed in accordance herewith and the contract
shall be for the entire capacity of one or more aireraft.

§ 20542 Commissions paid to travel agents.
No direct air carrier shall pay a travel agent any commission in excess of five
percent of the total charter price or more than the commission related to

charter flights paid to an agent by a carrier certificated to fly the same route
whichever 1s greater.
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SUuBPART C—PROVISIONS RELATING TO MIXED CHARTERS

§ 295.50 Applicable rules.

The rules set forth in Subpart A of this part shall apply in the case of mixed
charters,

SusPART D—PROCEDURE FOR ADVISORY OPINION ON THE ELIGIBILITY OF A CHARTERER

§ 205.60 Advisory opinion.

An air earrier or prospective charterer may request an advisory opinion from
the Bureau of Economic Regulation, Civil Aeronauntics Board, Washington 235,
D.C., regarding the eligibility of the prospective charterer to obtain charter
service in accordance with thig regulation. The Bureau's opinion will be based
on the representations submitted and shall not be binding upon the Board in
any proceeding in which the lawfulness of the respective charter may be in issue.
Such representations should include as much of the information specified by
section B, Part II, of the Statement of Supporting Information annexed to this
part as is available to the person requesting the advisory opinion.

Nore: The reporting requirements contained herein have been approved by
the Bureau of the Budget in accordance with the Federal Reports Act of 1942,

By the Civil Aeronautics Board.

[sEAL]

JAMES L. DEEGAN,
Acting SBecretary.
[F.R. Doc. 61-3893 ; Filed, Apr. 27, 1961 ; 8:54 a.m.]
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er -326 EXHIBIT 9

Effective: April 28, 1961

APPLICATION FOR AUTHORITY TO CONDUCT TRANSATLANTIC
PASSENGER CHARTER FLIGHTS - -STATEMENT OF SUPPORTING
INFORMATION

PART 1 - To be completed by air carrier applicant for single entity, mixed, or pro rata
charter. (Where more than one round trip flight is to be pezformed under the
charter contract, clearly indicate applicability of answers. )

Name of transporting carrier:

Commencement dates of proposed flight (s):

(a) Going:

(b) Rcturn:ng.

Points to be included in proposed flight (s):

{a}) From:
To

{b) Returning from:
To:

(c) Other stops required by charterer:

(d} Technical stops required by carrier:

(e) Planned routing:

{a) Type of aircraft to be used

(b) Seating capacity:

(e} Number of Persons to be transported:

{a) Total charter price: $

{b) I pro rata or mixed charter, does charter price conform to tariff on file with the
Board?

(e} If pro rata or-mixed charter, explain construction of charter price in relation to
tarudf{ on file ‘with the Boa rd(in case of mileage tariff, show mileage for each seg-
ment involved and indicate whether segment is live or ferry.)

—— =

{a) Has the carrier paid, or does it contemplate the payment of any commissions,

direct or indirect, in connection with the proposed flight? YES

NO el GNP

(b) H "yes" give names and addresses of such recipients and indicate the amount paid
or payable to each recipient. If any commission to a travel agent exceeds 5 percent
of the total charter Price, attach a statement justifying the higher amount under
this regulation,
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{a) Will the carrier or any affiliate provide any services or perform any functions in

addition to the actual air transportation? YES NO

(b) I "yes," describe services or functions

Name and address of charterer

If charter is single entity, indicate purpose of flight

On what date was the charter contract executed?

If the charter is pro rata, has c opy of Part 295 of the Civil Aeronautics Board's
Economic Regulations been mailed to or delivered to the prospective charterer?
NO
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APPLICATION FOR AUTHORITY TO CONDUCT TRANSATLANTIC
PASSENGER CHARTER FLIGHTS -- STATEMENT OF SUPPORTING
INFORMATION

PART 1I - Tc be compl

Section A -

any travel age
but includin

Is the travel agent a member of the chartering organization?
g B B

YES ) R

or fam member of l agent a mem-
sTin Y an? YES { If answer is
"'yes, "' give name(s) of } and 'f_;e rson|s) be an
officer, direct
Has agent furnished sclicitas
If answer is "yes, " supply cof

What specific
basis?

(a)

Did or will the ot callact Eits from
YES i answer is
the form k. Grafy ey order

e charter?
daposits in
irawn on t

organ YES PR . .\EO_;__ .___i.‘ rot so d

Has the agen! incusre
to the expenses of so
chartering group what

assume ultimalely the ob

directors,
i any member of the zha ng organization in
relation either to the pre i 1 r any d tour? YES NO

Has the agent or, 5 his k 1 e, have any of his principals, ¢
associates or em I

Does the

- ing services to the
chartering orga

If answer is "yes,
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Verification

STATE OF _

being duly sworn, deposes and says that

Name
to the bes his knowledge and belief all information presented in Part I, Section A of this
Statement is true and correct.

qnature and address of travel agent
or, if none, of authorized official of
air carrier (as to questions 2-8)
wher h carrier or an affiliate
under control performs any
el agency function or service
ccluding air transportation sales
including 1 d tour arrangements),

(Signature erson administering oath,
Also, forth re below the name, address,

and authority of such person)

{SEAL)

Warranty

« represent and

Name
warrant that [ have acted with regard to this charter operation (except to the extent ful
pecifically explained in Part II, Section A) and will act with regard to such operation
manner consistent with Part 295 of the Board's Economic Regulati

ature and address of travel agent

if none, of authorized official of
air carrier (as to questions 2-8)
where such carrier or an affiliate
under its contraol performs any travel
agency function or service (excluding
air transportation sales but including
land tour arrangements).
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APPLICATION FOR AUTHORITY TO CONDUCT TRANSATLANTIC
FPASSENGER CHARTER FLIGHTS -- STATEMENT OF SUPPORTING
INFORMATION

PART II - Section B To be supplie

1. Description of chartering organization, including its objectives and purposes

When was the organization ln:umdcd?_

Size of membership: 2/ Present ks Last year
Year before last

Qualification or requirements for member hip in organizat on and membership
fee, if any

Has there been any reference to prospective charter fi ghts in scliciting new
members for the chartering organization? YES NO

Give geographic distribution of membersh P if confined to on

sufficient to so indicate, otherwise desrrihe !

If total membership in the chartering organigation is less than |, 000, submit list
showing names and addresses of members in good stand 4/ I total membership
in the chartering organization is 1, 000 or more, state where a list of members is
available for inspection. (Groups of 1, 000 or more may be required to submit
membership lists upon specific request.

Attach list of prospective passengers showing for each: Name, address, and
whether a member of chartering ganization or rel D s ‘o a member of

chartering group. (Note: This is a list of pr 1S :re and does not

necessarily have to represent the passengers
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How were prospective participants [or charter solicited (attach any solicitation
material) 7

Will there be any participants in the charter flight other than (1) members of the
chartering organization or (2) spouse, dependent children, and parents of @ member

of the chartering group, residing in the same household with the member?
YES NO

Will there be any members of the chartering organization participating in the charter
will have been members of the organization for a period of less than six months
rior to'flight date? 4/ YES NO

11 answer i

yes, " give names of participants who will not have been members for
antha and justify (see 8295, 2(§)):

If there is any intermediary involve he charter, other than the travel agent whose

participation is described in Sectior II [A), submit name, address, remuneration and
scope of activity

Estimated receipts:

(Pro rata cha (No. of passengers)

$

(Estimated receipt from c

Estimated receipts from other sources, if any: Explain

(2) Total receipts $

Estimated expenditures, including aircraft charter (separately itemize air transporta-
tion, land tour, and administrative expenses):

Item Amount Payable to

(b Total expenditures $

Explain any difference between (a)
and (b):

Are any of the expenses included in item 16, above, to be paid to any members of the
chartering organization? YES NO If "yes, " state how much
to whom and for what services

Is any member of the chartering organization to receive any compensation or benefit
directly or indirectly from the air carrier, the travel agent, or any organization
providing services in relation to the air or land portion of the trip? .
Ii "yes, " explain fully:
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Will any person in the group (except children under two years) be transported without
charge? YES NO

Will charter costs be divided equally among charter participants, except to the extent
that a lesser charge is made for children under twelve years old?
YES NO

Separately state for the outbound and inbound flights the number of one-way passengers
anticipated to be transported in each direction:

If more than one round trip is contracted for, will each plane-load group move as a
unit in both directions? YES NO

If transatlantic charters have been performed for organization during past 5 years,
give dates and name of carrier performing charters

Has a copy of Part 295, "Transatlantic Charter Trips, " of the Economic Regulations
of the Civil Aeronautics Board been received by the charterer?
YES L. NO

1/

Verification of Charterer

STATE OF _
COUNTY OF

and
{name) [‘narm-!
being duly sworn, hereby separately depose and say that to ths best of the knowledge and
belief of each of them all the information in Part I, Section B, of this Statement is true
and correct.

(Signature and title of officer - (Signature - person within organization
This should be the chief officer of the in charge of charter arrangements)
chartering organization except in the
case of a school charter, in which case

erification must be by a school official
not directly m\:ed in charter.)

Sworn to before me this day, Swaorn to before me this day,

the the of ¢ 19

(Signature of person administering (Signature of person administering
cath. Also, set forth here below the ocath. Also, set forth here
name, address and authority of such
person)

below the

name, address and authority of such
person)

(SEAL) (SEAL)
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Warranty of Charterer

I and .

{name) (name)
represent and warrant that the charterer has acted with regard to this charter operation
{except to the extent fully and specifically explained in Part II, Section B), and will act
y such operation, in a manner consistent with Part 295 of the Board's Eco-

with regard
nomic Regulations

(Signature and title of officer - (Signature - person within organization
This should be the chief officer of the in charge of charter arrangements)

charterin

{ organization except in the case
of a school charter, in which case the
warranty must be by a school official not

directly involved in charter.)

1/

“ion of Employer

{To be furnis where & to participate in charter is dependent upon employment

by a particular entity)

STAIROEG o = & 0 oS

COUNTY. OF L )

, being duly sworn, deposes and says that to the

i \namey

best of his knowlec and belief the answers ta questions 4 and 7 of Part II, Section B, of
this Statement are true and correct insofar as they represent the number and employment
location of persons employed by

(Signature and title of authorized official of

employer)

Sworn to beiore me this day, the

of , 19

(Signature of person administering oath.

Also, set forth below the name, address,
and authority of s

ch person)

(SEAL)

113
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Warranty of Air Carrier

Tothe best of my knowledge and belief all the information pre s statement,
i uding but not limited to, those parts v d by the charterer and the avel agent, is
true and correct. | represent and warrant that the ca rrier bas acted with regard to this
charter operation (except to the extent fully specifically explained in this statement or
any attachment thereto) and will act with regard to such operation in a manner consistent
with Part 295 of the Board's Economic Regulations. 5/

{Signature and title of authorized
official of air carrier)

must be retained by the air carrier for two years pursuant to the requirements of
249, but open to Board inspection, and to be filed with the Board on demand.

Whoever, having taken an oath before a competent --- person --- that he will testify,

declare, depose, or certify truly, or that any written testimony, declaration, deposition,
or certificate by him subscribed, is true, willfully and cont rary to such ocath states or
subscribes any material matter which he does not believe to be try iz guilty of perjury,
and shall, except as otherwise expressly provided by law, be fined not more than

$2, 000 or imprisoned not more than five years, or both. Title 18, U.5.C., 81621

This figure should represent the number of persons eligible to participate in the charter
by reason of their employment, membership, enrollment, etc. For example, if the
charter is being sponsored by an employee recreation association but is open to all
employees (whether or not affiliated with the as sociation) the membership figures
should represent the total of all the employees, not merely the membership of the
association.

If eligibility to participate in the charter is dependent upon employment by a particular
entity, the answer to this question should reflect the geographic location of the plants
or offices in which those persons are employed,

Not applicable to college campus or st -group charters, nor to charters limited to
employees of a single Government agency, industrial plant or mercantile company

Any air carrier, or any officer, agent, employee, or representative thereof, who shall
knowingly and wilfully, fail or refuse to keep or preserve accounts. records and
memoranda in the form and manner prescribed by the Board, or shall, km‘;w;r.g'.-y and
wilfully, falsify, mutilate, or alter any such report, account, record or memorandum,
shall be guilty of a misdemeanor and, pon conviction thereof, be subject for each
offense to a fine of not less than $100 and not more than $5, UUICI._I':llu 49, U.S.C. 81472
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ISAT LANTIC CHARTER POST FLIGHT REPORT _

Instructi
The charterer shall complete and file a report in this form with the air carrier within 15
i each one-way or round-trip charter flight. A report in this form shall also be

hed each charter participant by the charterer within 15 days after completion of each
one-way or round-trip charter flight.

Name of carrier:

Name of chartering organization:

Analysis of charterer's receipts:

X

one-way

arge per psgr. 1/

{in ding amounts later refunded)

X
Charge per psgr. 1/
(Including amounts later refunded)

(c) Receipta from other sources (explain) =

{d) Total receipts [ {a) + (b) + (<) /

Analysis of charterer's expenditures:

Ambunt

e mei

Item of expenditure 2/ Paid to 3/

Total 4/
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5/

Verification

STATE OF ) ss:
COUNTY OF )

1, + being duly sworn, hereby depose and say that this
report has been prepared by me or under my direction that | have carefully examined it and
that to the best of my knowledge and belief it is a complete and accurate statement, and a
copy hereof has been distributed to each charter participant.

(Signature of person in charge of
charter arrangements)

Sworn to before me this day,
the of » 196

(Signature of person administering oath,
Also, set forth here below the name,
address, and authority of such person)

(SEAL)

If charter cost was not divided equally among all participants actually transported,
indicate clearly the individual amounts collected and the number of passengers paying
each such amount.

As a separate item there should be listed here a total of all the amounts refunded to
the charter participants; also list separately air transportation, land tour, and admini-
strative expenses (showing compensation for labor and personal expenses paid to any
member of chartering organization).

Disclose any relationship to cha rtering organization,

If this item does not agree with item 3{d), submit an explanatory statement as to the
reasons therefor. If the total expenditures (including among other items compensation
to members of the chartering organisation but exclusive of expenses for air transporta-
tion or land tours) exceed $750 per round trip, such expenditures shall be fully
supported by vouchers submitted to and retained by the direct air carrier operating

the charter. Such vouchers must cover all expenditures made on behalf of the charter-
ing group including any expenditures for banquets, gifts, local transit, etc.

Whoever, having taken an oath before a competent --- person --- that he will testify,
declare, depose, or certify truly, or that any written testimony, declaration, deposi-
tion, or certificate by him subscribed, is true, willfully and contrary to such oath
states or subscribes any material matter which he does not believe to be true, is
guilty of perjury, and shall, except as otherwise expressly provided by law, be fined
not more than $2, 000 or imprisoned not more than five years, or both.

Title 18, U.S.C. #1621
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Examrr No. 10
Lrroy Tougs,
Royal Tunbridge Wells, Kent, England, February 8, 1061,
AR OHARTER EXOHANGE,
Washington, D.C.

Dear 81rs ;: As you are probably aware I am a large-scale operator of European
“package” tours from the United Kingdom varying in price for a 14-day holiday
for between 18-100 gns, with the majority in the 40 gns. range.

My yearly programs has a capacity of the order of 60,000 to 70,000 seats and
last year we carrled over 50,000 passengers to the Continent. The majority of
our bookings are by direct recommendation and application although we do
conduct a national advertising campaign and take bookings through our 750
agents,

There 18 no doubt that we hold a vast potential from our United Kingdom
clients for ‘“package" tours to the United States of America. Before we can
launch such a scheme it will be essential for the price of a 14- to 15-day “pack-
age"” to come within their reach and, as we see it, there are two main obstacles
in the way at the moment: (@) The excessive transatlantic charter rates; and
(b) Reasonable all-in terms for accommodation and food in the United States.

We understand from our good friend, Mr. Thunell, that there is a fair chance
that in the light of this potential your Civil Aeronautics Board may well be
disposed to relax their existing restrictions to bring them into line with European
practice and eagerly await developments along these lines.

‘We do not visualize any problems in coach transport in the United States but
it is an absolute essential of our “packages” that the cost is fully inclusive door
to door (including service charge).

I have sent two coples of our 1961 brochure by separate airmail. This will
give you a good idea of our European “packages’’—all tours prefixed by the
letter “A' fly for part of their journey.

Yours faithfully,

Lewis LEROY.

Examrr No. 11

LAxsEAIR TRAVEL LD,

London, January 26, 1961.
Mr. B, MANSFIELD,

General Manager, Independent Airlines Association,
Washington, D.O.

Dear Mg, MaxsrFieLd: I would first like to say what a great pleasure it was
meeting you recently on your short visit to London, and to offer my congratula-
tions with regards to your appointing Hans Thunell as your sales manager, We
shall all very much miss Hans in London, but do feel that you could not have
made a better choice for the job that youn require.

As you know, we are extremely interested in promoting general travel from
Europe to the United States of America and it is for this reason that I am pri-
marily writing to you. To the average person, one of the greatest deterrents
for travel to the United States and for that matter, any part of the Western
Hemisphere, is primarily the cost involved. Not so much the actual cost for
services within the United States such as hotels, internal transfer, and sight-
seeing, but the transatlantic fare. When one bears in mind the money available
to the average European tourist in relation to the money available to the average
American tourist, there is a great differential. We have always found that one
can place the normal expenditure for yearly vacations at approximately 15 per-
cent of the gross yearly income. This is at the present time in the United
Kingdom £600. 0. 0. per year, which would therefore, allow £90, 0 0. available for
vacation purposes, or $252. In the United States where the average salary is
in the region of £5,000 per year, this leaves availability for vacations, on the
same percentage, $725. Therefore, bearing in mind these differentials and the
fact that the air fare, transatlanticwise is identical for either United States or
European citizens, it does seem that the Europeans are at a disadvantage.

As you are probably aware, for travel from the United Kingdom to the
continent the national carriers offer to the agencies, tour-basing fares which are,
of course illegal as far as the Civil Aeronantics Board are concerned, and it is
also possible for charter agreements to be made, by agencies to operate certain
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fixed schedules during the course of the season to points from the United King-

dom to the continent, which as is normal on all charter fares, offer a consider-

able saving to those taking part. Agencies, once the initial license has been

ﬁa?ted. are allowed to publicize and sell to the general public on a seat
sis.

We do feel that there is a fantastic potential within Europe for travel to the
West, but this will always remain largely unavailable to us all while the present
fare structure and basis of charter operations transatlanticwise are kept to the
present regulations, and we also feel that in view of the fact that your organiza-
tions are now entering into the European-United States traffic in a very serious
manner, that through your good offices some approach could be made to the
CAB, and any other authority necessary, whereby some definite relaxation
of the present regulations could be brought about for the European traffic to
the West, which would enable this present unequal balance to be leveled out by
giving the European tourist the opportunity to visit the Western Hemisphere
on & more realistic fare basis,

Almost all of the countries in Western Europe and many in the East have
found that the greatest source of revenue is the tourist traffic and in view of
the recent unsatisfactory balance-of-payments situation that has arisen, a vast
Increase in tourist traffic into the United States would, without any doubt what-
soever, go a long way to bring about a more satisfactory and equal balance, but
as I have stated, this could only be done when facilities are made available for
the vast potential that we have, and unfortunately this can only ever be ac-
~omplished by the relaxation of regulations which would allow either for regular
scheduled services with tour-basing fares, or for open charter for inclusive tour
operations allowing for direct sale on a seat basis to the general public.

I feel sure that if your company were to pursue this matter and the govern-
ment office involved were to make inquiries into this situation, they would find
that the facts that I have stated will be substantiated by other people in our
trade and the general publie also.

I shall be visiting Washington toward the middle part of March, when I hope
I will have the opportunity of meeting you again, and perhaps we may be able
to discuss this matter in greater detail.

Kindest regards,

Yours sincerely,
LANSEATR TRAVEL LTD.,
Hexry C. Morrrrr, Director.
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the major f bcr
Tom Visitin

This is the majority 0p5nlan of
tour operators, airlines and ship-
i.n‘ com.pnnleﬂ asked by TTG
to comment on the
u'nt.bl market for trans-Atlan-
E: holiday traffic.

s to set up a US.
government tourist bureau in the
UK. appear to be universally
welcomed. One of its chief func-
tions would be to dispel pre-
sent misconceptions that North
America 1s “for millionaires only."

Tour operators arranging
North American holidays report
few dificultles in setting up
tours, but some say that the
UBA. must become more
* tourist-minded.’

‘Fares aut” call

Although some carriers blame
the cost of holidaymaking within
North America Ior dlacowaslng

tourists,

TWWM
eas or two weeks on present prices—is

1nclud1ns mul.s must sell for
less than £300 {f new and bigger
markets are to be tapped.
The following c}::;lmng by &
tative sel on com-
Wﬂuﬂns in North Ameri-
“m traffic, apply mainly to the
* 3.A., although simdlar remarks
made in many cases about

errin mor

_ FRIDAY, MARCH 10, 1961

TTG reporters survey the 1961 air, sea and tour

Wanted: an all-in tour

TOUR OPERATORS

AMERICAN EXPREBE: " We
hope that both alr and steamship
companies can get down to some
sort of 30-day ticket possibly on
an ITX basis" sald Mr. R. Vance,
travel department manager, Lon-

- i
presented no d.iﬂ‘lcumas

One of the first duties of a US.
tourist office —* which we wel-
come "—should be to make it
known that the cost of holidays
within the U.S.A. was not expen-
sive, bearing in mind the dis-

g tances involved,

At present, sald Mr. Vance, due
to trans-Atlantic fares, a two-

, Week tour could not be arranged

for less than &£210-£230,
cluding meals,

Cost~consclous tourists chose
the eastern seaboard, the most
popular circults being New York-
Washington - Chicago - Niagara
Falls - Boston, or & round trip
Montreal - New York taking in
Oftawa, Toronto, Niagara Falls
and Chicago.

ex-

Those with more money choose
the Pacific coast— particularly
San Francisco.

Mr, Vance described g

CONSORT WORLD TRAVEL

ns

(van Ommeren): High cost s the
cipal O WOILL

0 Norin America, the

present average tour price being
£250 plus meals, said Mr., K.
Wmmter tou{s mamser

I )

]']8 - 0
A return joumey tm of
£60.

ut

No difficulties

There were no particular dif-
culties in setting up tours to the
U.8.A. and Canada, but a tourist
office could do vital work in the
UK. educating the people that
North America is “ not a million-
aire’s 1se."

industry

The US. tourist

under

should also educate Americans
Into the acoceptance of tourlsts
from other countries.

THOS. COOK & SON: Short-
age of money, lack of publicity,
restricted time avallable for holl-
days, and the need to apply for
US. visas in person—these are
seen by Thos. Cook & Son as dif-

. ficulties in the way of developing
. tourism to North

America,

Although bookings are "slightly
up,” Interest remalns steady,
sald a spokesman—and will re-
main so until more is done to
publicise North American holi-
days.

For this reason, the company
was In favour of a US, tourist
office being set up here Its duties
should be to promote, publicise,
advise, and issue literature.

New York and Niagara Falls
were quoted as the two top
tourlst draws. O!.'her desl.mble

KLM Passenger Flights now operate from and to

LONDON AIRPORT CENTRAL

where all Passenger and Operations Departments are located

KLM CHECK-IN COUNTER.... CHANNEL 3 (Ground Floor)
Cargo flights will continue to operate from and to LONDON AIRPORT NORTH

where Import and Export Freight sections are located

NEW TELEPHONE NUMBERS
PASSENGER ENQUIRIES :
EXPOR1 FREIGHT ENQUIRIES:
EXPORT FREIGHT BOOKINGS:

SKYPORT 4321
Extension 5609 5610
Extension 5624
Extension 5623

' to America for

£200

places were out of reach for time
and money reasons.

FRAMES' TOURS: Since 1958,
the trend has been away from
escorted tours in favour of inde-
pendent travel, said Mr. E. J
Denman, manager, American
Department.

The eastern seaboard of the
US. and Canadas was popular,
but the biggest draw was the
Pacific coast,

New market
Average cost of a 25-day
escorted tour, with demi-pension
accommodation, was £275 - £300.
If the allin cost of & North

delsss iu custums clearanm at
the port of New York, which, he
sald, were not an encouraging
start to a tour.

‘Whilst some travellers objected
to the need for visas, Mr, Den
man sald this was not a majo
deterrent, and there wer
generally no appreciable delay:
in obtaining them.

HOULDER BROS.: A bigger
|interest in North American
travel is indicated by a five- or
six-fold increase in enquiries
and bookings are “much better
than last year.” said Mr. Peter
Warner, joint manager.

Whilst winter tours based on
the 17-day excursion fare were
popular, in summer the more ex-
pensive tours were selling better
than the cheaper ones.

Price ig

bring the cost of a two-week holi-
day to £200 or less

U.S. office needed

A tourist office was definitelr
needed in the UK. to assis®
travel agents and tour operators.
and to publicise the USA,
generally.

It should have at its head an
experienced travel man, not a
government official, Mr, Warner
stressed.

POLY TRAVEL: Inclusive
tour trafic to the US.A, was the
same as last year, reported Mr.
Peter Gibson, publiclty manager.
There was more interest in North
America—but not In package
tours.

New York was In popular
demand—probably due to busi-
ness travel. There was little
Interest in the U.S. west coast

hlee simple mstt.evr of .

Gébson.

| A tourist office Was needed in
the UK, but it had “a long job
ahead of it,” in making travel
|agents and the public better
' informed.

WAYFARERS: US. tourlst
authorlities were strongly
| eriticised by Mr. K. Gellan,
manager of the company’s
America and Canada travel de-
partment,

Requests for literature and lists
of forthcoming events had not
been acknowledged, he claimed
There were “dozens of instances™
which Indicated lack of co-
operation from existing tourist
organisations in the US.A,

Mr. Gellan added that until
more was done officially to

romote the North American

urist trade, Wayfarers was not
:neclined to spend any more big
sums of its own on promotion.

Most of the people now travel-
Mng to North America for non-
business reasoms were visiting
friends or relations, he added.
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" DOMESTIC TRUNK LINES

Q.000.000.000%:

SUPPLEMENTAL CARRIERS

%

99.787 0227
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Exmisrr No. 18

Air fares between leading points where new routes were granted in the Southern
Transcontinental Service case, before and after start of new service

1-way fares

1st class

Tot Piston

—
-
-

£
e

§125.00 | $117.00
125, 00 117.00

145.15 187,18

Af 148, 15 187.15
Miami-8an Francisoo:

R e Sl e o b p e g 104, 90 188, 90

A 106. 90 186, 80

174. 05 164. 08
174. 05 164. 95

gk BE 5 8

£ B8

Nore.—New routes were placed in operation and ‘‘new" fares became effective June 11, 1961,
Bource: Ofclal Alrline Guides, March and Juns 1061,

Exnieir No. 14

FEDERAL AVIATION AGENOY,
Washington, D.C., March 21, 1960,
Mr, CrayroN L. BURWELL,
President, Independent Airlines Assoclation,
Washington, D.C.

Dear Me. BURWELL: I am impressed by the fine safety record made by your
association’s member airlines, and I am grateful for the reassurance such an
outstanding record gives to the flying publiec.

You have set an enviable goal for the rest of the industry. Your achievement

speaks well for rigld safety standards and careful adherence to the principles
of air safety.

My congratulations for 5 years, 8% million passengers, and 6 billion passen-
ger-miles of safe flying.
Sincerely,

E. R. QUEBADA, Administrator.

Mr. BurwerL. Thank you, Mr. Chairman. T will be brief.

With respect to the figure yesterday of some $19 million that it was
suggested the supplementals had either diverted or grossed in the
New York-Miami market, I have before me the figures based on actual
inquiry from the carriers involved.

As I believe the Chairman of the Board stated yesterday, they do
not have a breakdown at the Board that can give us these figures.

United States Overseas Airways during 1960 grossed $408,000. I
have rounded out the figures. Great Lakes Airlines received $322.,000,
Curry Transport had $383,000, and Trans-Alaska, $721 ,000, for a total
of $1,834,000 in contrast to the $19 million figure asserted.

We are checking. It is possible that one other carrier performed a
few flights which would not exceed a hundred thousand dollars or so.
We will check that before the hearings close.

Mr. Wirriams. You mean that this is their gross income?

Mr. BurweLL. Gross income. This is their gross income, ticket
price, Mr. Chairman.
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Mr. WiLtiams. This does not include any cargo or charter service.
This is ticketed ?

Mr. Burwerr. This is individually ticketed traffic. I can say, how-
ever, that there would be very, very little, either cargo or charter serv-
ice down there,

The second point I would like to make about the $19 million figure
is that the best estimate we can give is that that figure would represent
practically the entire income of the entire industry from domestic
civilian transport, so that, if we have taken $19 million out of New
York and Miami, that would mean that we certainly have not taken
any anywhere else because the total would be in the magnitude of cer-
tainly between $20 and $25 million out of domestic civilian opera-
tions.

What I strongly suspect happened is, in the calculations, they got a
decimal out of place. I think that by the time we finishing scratching
this up instead of being $19 million-some it may go as high as $1.9 mil-
lion but, in the interest of clarity, I want to put that in the record
and I will be delighted to cross-examine, if I may, anybody that has a
contrary view on that figure.

Mr. Winniams. If I recall correctly that figure was the gross oper-
ating revenue that was received by all of these airlines on all of their
services. I may be in error about that but that is my recollection of
the way it was presented.

Mr. Burwers. If that is the figure, Mr. Chairman, I have no quar-
rel. I think that that would be in the right magnitude. It was my
understanding and I believe it is so reported in the Aviation Daily this
morning that it was asserted that we took that much money out of

New York and Miami which ought to be ridiculous to go into.
The second point I wanted to make, and then I am through with
this {)huse of it, is that it was also stated and it is accurate that the

supplementals increased the revenue passenger-miles flown by ap-
proximately 1 billion between 1959 and 1960. If you have a copy of
my statement and would be good enough to turn to exhibit 5, I think
the reason for that will be readily apparent.

I think you will notice that, when we are speaking of civilian traffic
rather than military, and this, as I understand it, is the issue on diver-
sion since the military traffic was all just straight competitive bidding
at that time, the amount of civilian domestic traffic we received in-
creased only approximately 20 million passenger-miles between 1959
and 1960 for an increase of plus 5 percent.

In the international civilian market it dro]faped 90 million passen-
ger-miles between 1959 and 1960 for a loss of minus 26 percent.

The increase was entirely in the field of international military
where it increased almost 1 billion passenger-miles.

This was a result of one MATS competitive-bid contract which was
successfully contracted for by Overseas National Airways and totaled
some $28 to $30 million and, on a contractual competitive bid, they
carried this for 2.2 cents a mile.

Now, since that time, the Civil Aeronautics Board has put in a floor
on this type of carriage of 2.9 cents a mile.

So I think it is readily apparent that, first, that is the only increase.

The civilian market decreased.
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Secondly, on that arithmetic, the U.S. Government saved $10 mil-
lion as between Overseas National Airways carriage of these people
last year and the 2.9-cent floor this year. The Federal Government
has to pony up $10 million. I ask you if that is good or bad.

So much for those two things unless there was something that the
chairman remembers in the discussion of figures yesterday that you
would like me to comment on.

Mr. Chairman, to go forward with my statement, and I promise
you not to read it, this is the 15th anniversary of the supplemental
air carrier industry so that the usual cery that we are fly-by-nights is
now beginning to get a little thin,

The industry’s 25 air carriers, among other things, are very grate-
ful to the Congress for last year rescuing us from oblivion. You
came to our rescue and commuted a death sentence at a time even we
were about to have it.

With temporary authority, as you know, it is difficult to obtain
financing of any modern equipment requiring amortization over 5-
anftzl T-year periods when we have only 8 months operating authority
left.

Moreover, while we know that the big industry has its troubles,
we are going broke.

I have attached as exhibit 3 (p. 88) the losses for the last several
years of our industry.

Suffice it to say Eﬁnt in the last 2 years, 1959 and 1960, these losses
have come up to approximately $14 million and these losses are too
large for the industry to sustain. Therefore, rather than any further
studies, we would prefer a congressional diagnosis of our industry
this year to a congressional autopsy next year.

The prime reason that we have had to fight the big industry and to
some extent some of the Government agencies for well nigh 15 years,
certainly 9 years in this administrative proceeding, boils down to one
simple thing and I think the committee put its finger on it yesterday.
It is the concern that, if we prosper, do we hurt the big airlines?
Diversion and exposure to diversion is the entire issue,

Now, in that connection, if we ean put up a quick chart here I
think I can give you the magnitude of what we are talking about and
why we are taking up your time and the Board’s time and everybody
else’s time. T think it will surprise you that in the domestic charter
field we are argning about a maximum possible diversion of 0.5 per-
cent, one-half of 1 percent. This figure is arrived at by taking as
an exhibit in here from the Board’s figures the total charter revenues
in 1959 and 1960 of the 12 domestic trunk carriers, Their total rev-
enue, as you see there, is, to round out the figures, virtual ly $2 billion.
This is not the entire scheduled industry. This is the 12, now 11
trunk carriers. That is their total revenue in dollars. This is their
revenue from charters, slightly over $10 million.

The relationship of those two, again being approximate about it,
is one-half of 1 percent of their total revenues which visually is por-
trayed by that.

Now, there is no likelihood, regardless of what the Board does or
the Congress does, that we can take all their charter business. This is
on the assumption that we took all of it and you passed a law that
they could not fly a charter. That represents the degree to which
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they are exposed in the maximum view to diversion in the domestic
charter ﬁelcf

Mr. Wirtiams. Is that the relationship of the $10 million to $2
billion {

Mr. BurweLL. Yes, sir; one-half of 1 percent, roughly.

Now, the other item that has caused so much concern is the expo-
sure to diversion in the individually ticketed traffic field and I hope
I have convinced you and I think, if you look the record over, I will
have convinced you that the $19 million figure for New York to Miami
1s in fact a maximum of £1.9 million.

Mr. Winniams. Let us go back to that last one for just a moment.
That $10 million was the revenue from charter operations of the
scheduled airlines?

Mr. BurweLL. Yes, sir. We have a breakdown, Mr. Chairman, as
exhibit 4 in the back of my statement which breaks it down accordin
to each of the individual trunk carriers and adds it up for 1959 an
1960.

Mr, Wirniams., Does that include the entire charter market or does
that just include that which is taken care of by the scheduled carriers?

Mr. BurweLL. It includes only the charter market of the 12 trunk
carriers.

Mr. Wrrriams. I see.

Mr. Burwern, It does not include, say, the local service carriers
which is very negligible. Nor does it include ours. It includes only
their revenues from charters.

Mr. WiLniams. The purpose of giving us that information I pre-
sume is to point up the allegation that the charter operations, as far
as the overall operation, is negligible ?

Mr. BurweLL. Yes, sir, and I am trying to set out a target of over-
lapping or competitive area or exposure to diversion, whatever you
want to call it. This is preliminary to the assertion that, at least on a
historic basis, that area that we are talking about and taking up
your time with is less than three-quarters of 1 percent.

Now, there is also a wild general assertion that we are really biting
into these people and I want to try to pin it down and I hope the
others will try to pin it down.

So much for the domestic charter.

Our display shows and our table shows that it is one-half of 1
percent.

Now, with respect to the individually ticketed traffic, our assertion,
and I will tell you how we make this assertion, is that it amounts to
0.22 percent of their total revenues—and by that I mean the 12 domes-
tie trunk carriers—from domestic operations. That is arrived at as
explained on page 3 of my statement from the fact that from the
Board’s records we flew approximately 400 million revenue passenger-
miles for the 12-month period ending September 30, 1960, the latest
figures we could get. Less than 50 percent of our revenue passenger-
miles domestically are in in(lividuaﬁly ticketed traffic. By assuming
they are 50 percent we say that, because of the difference in fares which
I will go into in detail later, but a radical difference in fare not more
than a third of the 50 percent, namely 200 million, could possibly
be diversion so we come out with a ﬁﬁ-mifliou figure when related to the

29 billion that the 12 trunks flew, which results in a percentage rela-
tionship of 0.22 percent that is indicated here.
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Adding the 0.22 percent and the 0.5 percent for charters which are
the only two areas of overlappage in the domestic field, our assertion
is that the maximum overlapping could not exceed less than three-
quarters of 1 percent.

We believe that that is all this contest is about and has been in sub-
stance for 15 years, and we arestill at it.

During this period of 15 years, the revenues of the supplementals
decreased from $70 million in 1952 to $62.8 million in 1959, or a loss
of §7 million gross.

During this same period the route carriers increased their gross from
Elﬂ?ﬁ billion in 1952 to $2.6 billion in 1959, for a gain of almost $1

illion,

During this time the ranks of the “nonskeds” were cut down from
approximately 700 in 1947 to these supplementals standing before you
today.

Dgrin g this time the supplementals have never asked for or received
a dollar of subsidy or mail pay while the U.S. domestic route carriers
for domestic services only received subsidy between 1939 and 1958 of
$424.560,000.

I believe, if it were run up to date, it would approximate one-half of
abillion dollars now.

During this time the supplementals have built a fleet of 164 aircraft.

The chairman of the I{)oard ave us credit for 168 yesterday. Of
these 164, 101 are oversea capable. The remaining 63 are suitable for
support of limited and guerrilla warfare,

is fleet, and I think Mr. Springer asked about this yesterday,
can provide, at any given time, lift for 9,855 people. In other words,
for a 2-hour flight, in 2 hours we can pick up another 10,000, If it is
a 24-hour flight we can pick up 10,000 a day and over 1.000 tons of
equipment.

The industry has more than 1,200 pilots and supports more than
5,000 maintenance personnel.

Going back just for a minute to this figure of less than three-quar-
ters of 1 percent exposure for diversion it is difficult to believe that
this really hurts the big carriers and it is almost impossible to believe
that the myth of competition in the airline industry can survive on
no exposure to diversion at all.

I will only take about 2 minutes on what the supplementals have
done in pioneering,

I think the chairman covered that yesterday. I think it has been
covered and I think almost ever:yhogvy agrees to it except perhaps
the big-route carriers, but during the 15 years we were tal ing about
there have been only four significant developments in new air trans-
port markets and the supplementals or former supplementals have
pioneered each of these. ']l?'hese are: First, the aircoach travel: sec-
ond, the all-cargo or airfreight business; third, commercial air chart-
ers; and fourth, the contract air transportation of supplies and per-
sonnell for the military.

The big carriers eschew competition as a preacher eschews sin and
you can wateh in each of these markets where we went in and where
it is competitive we did all right and when they changed the rules
and it was not competitive then we were driven out and the big car-
riers did all right.
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We started with the aircoach market, without trying to labor it at
all. You recall as late as 1961 the spokesmen for the big airlines,
particularly American, United, and TWA were telling the Congress
and the Board that the so-called aircoach experiment was unworkable.
Yet the “nonskeds” as they were known in those days, continued to
fill a rising demand and to prosper in the aircoach field until driven
out by the Civil Aeronautics Board. Today, approximately 50 per-
cent. of the trunkline seats are in aircoach, and we have an exhibit
showing the exact increase from year to year showing it back to about
1950 when it started.

However, fares have now been raised to a point at which new or
lower economy service is again needed by the mass of American
people.

Now, at the end of World War II, in the freight business the U.S.
air transport system had no airfreight segment at all and rates for
the transportation of property averaged approximately 60 cents per
ton-mile. Again it was the new carriers that brought these rates
down to levels of around 18 to 20 cents a ton-mile and these rates will
be cut further in the near future.

I have cited in here, in case anybody wants to challenge that this
is the way airfreight started, the airfreight renewal case which sets
it out I think very clearly.

The Board again, and I think Mr. Boyd emphasized this yester-
day, found in the Commercial Charter Exchange case that it was the
“nonskeds” who had pioneered and developed the commercial charter
market, the $10-million market we just talked about.

In the July 1960 issue of Reader’s Digest, an article entitled “How
To Fly to Europe for Less,” contains the following quote :

The supplemental airlines are responsible for much of the present zooming
charter business. In 1955 when the Civil Aeronautics Board permitted them to
begin transatlantic charter operations, only 18 charter groups flew to Europe.
Today at least 1 of every 12 of the million plus U.S. tourists to Burope goes by
chartered plane.

Along with the aircoach, the air freight, and the commercial charter
market, it was the supplementals which pioneered the military con-
tract business along with the former supplementals, such as Seaboard
& Western, Flying Tigers, Slick, Taxico, Resort, and Trans Carib-
bean.

The percentage of dollar participation by carriers in the MATS
airlift procurement, who were at one time supplementals, for the 4
years 1955, 1956, 1957, and 1958—involved is 89 percent of the total.

Again that was an open competitive market. That is why we had
that percent. They put it up like a tobacco auction and the fellow
who bid the cheapest got the market and the Government saved
I]l(}llf“}".

Since that time it is not competitive money. ¢

Now, the pioneering of supplementals and the apathy of old-line
route carriers to military contract business was even more pronounced
in the field of domestic passenger-military group transportation where
the supplementals have carried more than three-fourths of the do-
mestic military groups (CAMS) since 1951 transferring these soldier
boys.

72536—61—9
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In that market the supplementals have carried more since 1951.

Again this is open bidding just like a tobacco auction.

The supplementals or former supplementals have historically been
the carriers servicing the Logair freight contract for the Air Force
and the Quicktrans freight contract for the Navy for almost 10 years,
which again was competitive bidding. They now are going to put
floors on all of that so that that will bring in the noncompetitive
people.

Just a word on the background of the availability of these carriers
for defense. As all of you recall in 1948 in the Berlin airlift we rep-
resented only 5 percent of the Nation’s civilian air transport but we
moved approximately 25 percent of the passengers and 57 percent of
the cargo tons carried by the commercial airlines in that strategic
operation.

In 1950, the supplementals supported the Korean airlift by supply-
ing over half the commercial capability called for by the military.
Overseas National Airways, a supplemental, charged the Government
$1.17 per mile for DC4 aireraft in the Korean lift while Pan Ameri-
can was charging $1.60 per mile, United was charging $1.70 per mile,,
and Northwest was charging $1.75 per mile, all for DC—4 aircraft and
the largest loads were carried by ONA.

The supplementals flew the first planes to Vienna in 1956 to air-
lift the Hungarian refugees out of Europe. The Arctic DEW line
was supplied in substantial part by supplementals. In the Lebanon
crisis, our carriers were to offer in response to an emergency phone
call from the military 38 four-engine aircraft within 4 hours.

I will not read what the Board and the defense people have said.
I think Mr. Boyd said some of it yesterday, that we were indispensa-
ble as a reserve fleet for national emergencies. So much for the pio-
neering of the supplementals which has created new pools of traffic
for the route carriers and which has served as a yardstick to measure
the claims of public service and national utility of the big carriers.

If I may, I would like to get to the Moulder bill and the Board bill.

In discussing the Moulder bill we are not interested in any of the
technicalities brought up as to whether it does this or the other. We
are only illtEI‘ESt.t‘.l%ill the three advancements set in there: No. 1, to
clarify the concept of charter by defining it as planeload hiring of
aircraft; No. 2, they carry the suggestion of giving a first refusal to
the charter business to supplementals: and, No. 3, they carry the
request for 190 trips which equates to 16 per month. For the rest
we are not concerned and do not understand any of the other
technicalities.

Mr. WriLtiams. Will you repeat that point?

Mr. Burwern. The so-called Moulder bill, H.R. 7512, defines a
charter. It says, as I recall it, that the supplementals will have
unlimited charter rights and the charter is defined as the planeload
hiring of an aireraft.

Mr. Wirriams. The planeload hiring?

Mr. Burwerr., Well, as I understand, Mr. Chairman, it is basically
the common law definition of charter if you hire a bus for a load or
you hire a ship.

Mr. Witniams. I just did not understand it when you gave it the:
first time.
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Mr. BurweLr. I am sorry. : R .

Now, if I could go to the first one on this, clarifying this charter
concept which is very important to us, Mr. Chairman, as 1 am sure
you appreciate, if our field is to be charter then the question of what,
charter is is the all-important question. )

1f the Board says, “What you thought was a charter is not a charter
and you have to carry a load according to these little rules,” we do
not have any market. )

Mr. Friepen. Would you give an example of that as to whether it
is a charter or not a charter?

Mr. Burwerr. Mr. Friedel, I can read you about two pages. Let
me just take one actual charter and tell you what happened to the
people and what happened to us in trying to get the authorit y from.
the Board to take them. This is at page 11 anc page 12,

In the international field, they ask either the Air Charter Ex-
change or a carrier if they can take a charter. The charterer is told
that he must charter and pay for the entire aireraft and must qualify
as a bona fide group—and this is our roblem, the question of bona
fide group—within the rules and regulations of the CAB. In prac-
tically :‘1]1 instances the charterer does not even know that the CAB
is in existence. He does not know anything about its rules and regu-
lations. Thus an extensive indoctrination is begun by the carrier by
letter, phone, and personal conference, to acquaint the charterer, who
is just some guy heading a group which wants to go to Europe, with
all of the obligations they have to confirm in order to qualify with the
Board for this.

The carrier’s foremost interest is to constantly keep the charterer
from giving up the effort because of the sheer weight of paperwork
and various assurances, sworn statements, explanations, and so forth
necessary prior to obtaining the official Board order approving the
proposed flight.,

Many times a qualified group does not know of its approval or dis-
approval until just hours before flight time.

Can you imagine the uncertainty this causes a group of 90 to 100
people?

One such group serves as an example of the trials and tribulations
confronting both carrier and prospective charterer and the following
chronological résumé fairly sets forth an average procedure which
Mmay or may not result in the award of an exemption from the CAR
to perform the flight.

A winter sports club desired charter transportation aboard a sup-
plemental airliner. Its membership comprised some 300 to 400 per-
sons who had formed the club several years previous to develop a sea-
sonal program of recreational activities, including the winter sport of
skiing. The group, upon learning of the supplemental carriers’ eco-
nomical rates for international charter transportation, contacted a
supplemental carrier for the purpose of chartering an aireraft for
75 of its members to fly to Germany for a holiday of winter sports.

After several days of questioning and indoctrination, the carrier
was successful in completing with the charterer a detailed question-
naire to be filed after verification and mimeographing with the Civil
Aeronautics Board in a formal application for an exemption to carry
this with 20 copies for administrative purposes. Prior to filing of the
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formal application by the carrier, the necessary charter agreement be-
tween the airline and the club was submitted to the Board for pre-
liminary perusal—all according to the rules and regulations sur-
rounding international charter transportation. Shortly after filing
the application, the CAB advised the carrier that additional infor-
mation would be needed ; that is, a complete and current membership
list of the club, together with advice that all persons to go on the
charter must have been members of the club for at least 6 months,
and an explanation of the detailed cost accounting of funds as set
forth in the application and supplied by the group. At this point,
a major scheduled trunk airline filed a formal protest to the eli-
gibility of the charter flight, several pages in length, alleging among
other things that it needed an extension of the Board’s procedural time
in which to file a further answer to the supplemental carrier’s
application.

This is all for just one trip.

The CAB then requiref} a résumé of technical flight stops which
would be made—thus necessitating a letter from the carrier to the
Board endeavoring to answer the several questions raised. Mean-
while, the carrier’s attorneys, in order to protect the airline’s interest,
were compelled to file a formal mimeographed reply to the CAB of
some five pages in length in answer to the flag carrier’s opposition.
Flight time was now approaching and the charterer had no way of
knowing whether its trip would be flown or not. A few days later,
in order to make its application before the Board more precise, the
carrier filed an amendment to the formal application setting forth an
increase of two persons in the charter group, together with other
insignificant data. Subsequently, the flag carrier opposing the
charter filed a six-page formal document before the Board in further
pursuit of its efforts to prevent the flight from moving on the supple-
mental airline. This filing compelled attorneys for the carrier to
file a four-page answer—all mimeographed and prepared in accord-
ance with the Board’s formal requirements. Notwithstanding the
foregoing, the correspondence, telegrams, telephone calls, and per-
sonal conferences between the chartering group, the carrier, and the
attorneys for both the chartering group and the carrier, consumed an
inestimable amount of time, effort, and expense to all concerned.

Finally, just hours prior to the takeoff time, the CAB issued an
order granting the application and allowing the group to move. At
no time prior to issuance of the official Board order was the group
assured that it would or would not move.

Four days subsequent to departure of the charter flight the flag
carrier which had opposed the charter in the first place proceeded
to file a formal mimeographed document with the CAB objecting
further to the Board’s earlier approval. This filing necessitated
counsel for the carrier to file a reply—also mimeographed and con-
stituting a page and a half. Some 30 days after the Board approval
of the charter, attorneys for the carrier were compelled to further
satisfy the CAB by correspondence explaining other minor deficien-
cies in the performance of the flight and finally, a month and a half
after the Board granted the exemption for the flight, the Board
issued another formal order refereeing the controversy between the
supplemental carrier and the flag line by finding in favor of the
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supplemental carrier. Without question, this club will never en-
deavor to charter another airplane.

I will not go any further, Mr. Chairman. I think the fact that all
this bores you to listen to, this laborious detail, might get across the
point that every time we have a charter flight we and all of our
attorneys have to go through this redtape and the result is that by
this, instead of generating a market which helps the industry as a
whole, you shoo people away and a guy says, “Why start a vacation
by doing nothing but talking to lawyers and filling out sworn state-
ments” whereas you will see and we have attached it here if you make
a misstatement it subjects you to up to $2,000 fine or 3 years i prison.
So that, that group is not going anywhere.

Mr. Wirriams. You mean to tell me that if a group of friends and
I who composed no club or anything should decide to get together
and go to Europe and we applied to an airline, try to negotiate a
charter flicht with them, that they would have to go through this
procedure before they could carry us? :

Mr. Burwernr. You would have to go through this and the other
half which I did not read out of deference to your feelings and the
other half is just as bad as that that you heard.

Mr. Wirriams. Does this apply on trunklines or charter flights?
Does that apply on domestic flights?

Mr. BurwerL. No, sir, It is not that bad. It is the same concept
but it is not enforced quite so rigidly.

Mr. Wiriams. Let us assume for a minute that this committee
wanted to go on a trip to Kansas City or somewhere and we con-
tacted one of these supplemental carriers. Would that supplemental
carrier then have to go before the Board and get a permit to make
that flight?

Mr. Burwern., In foreign transportation, yes, sir.

Mr. Wirtaams. In domestic transportation, no?

Mr. Burwern., In domestie transportation, no.

Mr. Yares. You would not but there could not be any person on the
flight who was not a member of the committee, you see.

Mr. Winriaas. Who was not a member of the committee or staff?

Mr. Yares. That is right.

Mr. Wirrrams. Let us assume that a group of us want to go to a
football game, just a group of football fans want to get together
and charter a plane and go to a football game. Do you mean we are
precluded from doing that?

Mr. Yares. Yes, sir.

Mr. Burwern. That is what we want to clarify. We have just a
constant argument.

Mr. Winriams. T have known of cases where groups did charter a
plane and go to a football game. They were using a trunk carrier
or maybe a local service carrier but they did not seem to have any
difficulty. {

Mr. Burwert, Mr. Chairman, I think you heard the Chairman of
the Board yesterday use the delightful ‘word “homogeneity” is re-
quired. As applied in the foreign field for a minute, as T under-
stand it, first you must belong to a club which has been in existence
more than 6 months. Secondly, the membership of that club or group
cannot exceed an arbitrary figure. I think it is 20,000 people. That
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is why they turned down the British Bar Association. It seems to
me there is enough homogeneity as they call it of belonging to the
British Bar Association but they said, “Because it is more than 20,000
people it is not a group.”

Mr. Witrrams. Isthat in the basic law or does that result from regu-
lations?

Mr. BurwerL. It is not, sir. That is our problem. The basic law
at present says that, if you have a certificate you may operate charters
or special services according to regulations promulgated by the Board.

Now, the concept of charter we are discussing here now is more nar-
row than the common law definition of charter. It is more narrow
than the ICC definition and practice in charters of businesses. It is
more narrow than the Maritime Commission’s chartering of boats and
it is more narrow than the European countries or most of them follow.

Now, I would like to take just a minute, in view of what Mr. Boyd
said yesterday, to tell you why it is more narrow. The International
Air Transport Association which we all know, the Board character-
ized as an all-embracing international cartel. In other words, they
fix prices set away from the operation of the American antitrust
laws. I understand that the Department of Justice has never ap-
proved it but, be that as it may, that is TATA. TATA obviously wants
to shoo c\'oryl)ody through their turnstiles on individual tickets, Their
present minimum fares across the Atlantic on individual tickets on
Jets are 7.1 cents a mile for this summer. On piston engine it is either
6.5 or 6.3 cents. Whatever, it is quite high. They do not want charters
because charters tend to threaten those rates so that they made up the
definition of charter about bona fide groups that we are talking about
and try to make you look for a needle in the haystack or you cannot
carry a charter,

The only quarrel I have with the Civil Aeronautics Board on this
is that the Civil Aeronautics Board swallowed and adopted this defini-
tion of TATA’s hook, line, and sinker, and the Chairman of the Board
yesterday said that they adopted it from TATA.

Now, what has happened then is that the Civil Aeronautics Board,
an arm of our Government, is running a big police agency for people
like us to conform to a charter definition that has been narrowed by
our opposition, namely, TATA, so that it is just as simple as that.

Now, my complaint is that I do not think they ought to tamper
with the concept of a charter, as in all other industries, unless there
is some logical Government policy reason for doing so, and I resent
the fact that they adopt something that our enemy has conceived of
to put us out of business and to stifle this market.

I do not know enough to be wise about our little segment of the in-
dustry and I am not going to get on the big industry but I do say
one thing wrong with the big industry is this protectionism and this
idea of regarding the public as a prisoner rather than a customer.
That is IATA’s philosophy, make the public a prisoner.

If he does not go at our rates of 7.1 cents a mile, let him stay in England. We
o not care about the tourist effort to get people to America. He either pays the

price or does not go and we do not want any competition or foolishness about
it.

That is all right. It is a cartel openly and a cartel acts that way,
but I do not think our Civil Aeronautics Board ought to permit them
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to follow their little charter definition and say, “That is why I have it
here” because if that is the policy let us know. Then we have not got
a charter business because if we are smart enough to get some this way
IATA will make up an even narrower definition and, if our Board
is going to follow that, we might as well face up to going out of busi-
ness now if we are going to be controlled by IATA. That is why I
am really worked up over this.

To complete this I want to say one other thing and give you an
example of how picayune these things are.

There is a carrier present that is going to testify after me that told
me this. They turned down one of his charters on a temperance union
because one of the flag carriers saw and reported that one member of
this group of 70 or 100 took a drink somewhere. Now, if that is not
ridiculous in a busy world where everybody is trying to make a living.
I do not know whether the flag carrier had a guy offer him a drin
or what, but I think the Federal Government has too many problems
to canvass 80 people in a temperance union to see whether any one took
a drink or not. But that spoiled the club and he lost the charter and
the 80 who do not drink lost the trip because one backslider took a
drink. I am not trying to be funny. This is the extreme to which this
thing goes. It would delight some medieval logician or some petti-
fogging lawyer to go through these rules and 1 have attached them
at the end and I am a lawyer and supposed to know better but I can
read it four times and I still do not um]lel'smnd it.

That is what the American public have to read and understand and
swear to and run the risk of being put in prison up to 5 years if they
make a misstep. How can you generate business that way?

I am told that the FBI had been called in on a couple of these.
That is what we are complaining about, Mr. Chairman. We want a
definition of charter. Whatever else you give us, give us a definition
of charter in the act and let the courts determine what charter is.

I think it is perfectly obvious to you that, if you go to a banker and
try to borrow money and say, “We have a fine thing here. 'We have
unlimited charter rights,” the banker says, “Let my lawyer look at it.”
He picks up this transatlantic charter policy and questionnaire. He
says, “You do not have anything. By regulation they can turn you
off tomorrow. Besides, how many people are going to jump all these
hooks to get a charter?” He is not going to lend you money and I do
not blame him. I do not think you would either when you see that
anybody can take a market which you split and if, for some reason, they
do not like it, they make it that big in one day. What kind of en-
vironment is that to put millions of dollars into equipment and hire
people and stake your capital? That is our first thing that we want
you to earnestly consider in the Moulder bill.

There is only one thing else about it. I know that all of you are
concerned about the new tourism pitch. I will not get over that.

I did testify there but I would like to go on record right now as
stating that that bill will fail in its purpose if everybody is driven
through the TATA turnstiles at 7.1 cents a mile. I do not think that
this Government can reach IATA legally and I think the only thing
it can do is give it a little competition in the charter field ; and, as soon
as you do, they will do more charters and get the IATA rates down
and the Englishman and German who wants to see this country—and
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has not enough money to do so and hes not enough time to come by
boat, if he works—will have a chance to come here and the fine purpose
of that bill will be realized. I do not think it matters whether you
appropriate $3 million or $5 million or $10 million if you have an iron
curtain across the Atlantic and across the oceans with these high fares.
Maybe they are related to the carrier’s costs. That is not the point.
The point is that it has to be within the means of the public. If it
is within the means of the public they will come and if it is not they
will not and they could not care less about what American airlines’
costs are. That is the American airlines’ business.

Mr. Frieper. Mr. Burwell, could you tell us for the record how
many charter flights the supplemental carriers had overseas last year?

Mr. Burwern. Mr. Friedel, as I say, I am glad you asked me that
because I want to show in just a half minute what the fruits of this
narrow policy are. Namely, they are giving the business not to Pan
American and TWA, and I can understand the concern of the Con-
gress in protecting to some extent our flag carriers; but the fruits of
this policy is to turn over the charter business to the foreign-flag
carriers.

Now, on page 19 we have the exact figures from the Board’s records.
These are pro rata charters between United States and Europe be- °
tween April and September which is the busy season.

In 1959, the U.S.-flag route carriers—this is across the Atlantic so
we are talking about Pan American and TWA—took 213 charters.
The foreign air carriers took 281. They lumped the all-cargo and
supplementals together and we took 265 for a total of 759,

n 1960, Pan American and TWA took only 287 for a slight in-
crease. The all-cargo and supplementals lost about 20 or 30 but the
foreign air carriers mcreased over 400 percent in 1 year and took 1,018
charters in 1 year for a total of 1,531. ~In other words, they took more
than twice as many as the American carriers, including us, took.

Now, how does that cure the gold flow and how does that promote
tourism and how does that create an image abroad of being able to
provide economical transportation ? '

Mr. Frieper. Mr. Burwell, my question was, How many of the sup-
plemental air carriers went overseas on charter flights?

Mr. Burwerr. How many in point of numbers of carriers, or how
many flights?

Mr. Frmpen. How many flights, all-cargo and supplemental
airlines? '

Mr. Borwerr. I will try to get you those figures because they
lumped us together with Flying Tiger, Seaboard & Western, and
perhaps Slick who were supplementals in the past but are not now.

Mr. Frrevern, Can you explain why the foreign air carriers increased
400 percent as you said and the domestic airlines or supplemental
air carriers decreased ?

Mr. BurwerL, I think one of the reasons, Mr. Friedel, is that the
Board has put the harness on us under the illusion that we are com-
peting with Pan American and TWA. They have put the muzzle
on us so that we cannot compete with KLM and Swissair.

Mr. Frieven. Evidently they made it very strict on the American
carriers, the flagships as you call them. In 1960 they had 287 and
the foreign air carriers had 1,018. I am not speaking of the sup-
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plemental. I am talking about Pan American and TWA. Why
are they held down ?

Mr. BurwerL. I do not believe they want them. They want people
to go through the IATA turnstiles just like going to the ball game.

Mr. Frieper. Who does not want them, the airlines or the CAB ?

Mr. Burwerr. I do not think Pan American and TWA really want
the charter business. 1 mean they do not have to go through a lot
of red tape and you can see they only increased 50 to 60 between 1959
and 1960,

At the same time the foreign people were increasing 400 percent.

Now, these foreigners, and I understand that under treaties you
have to treat them right but I do not see why we have to promote
their business and muzzle people like us.

We ran into situation after situation where the dependents of
military people abroad were chartering not American carriers but
Swissair or KLM and I do not blame them. I would, too, to get a
better rate but they will not let us carry them.

Mr. Frreper. Who is this, the CAB?

Mr. Burwern. The CAB.

Mr. Frieper, They fixed a rate?

Mr. Burwerr., The problem is that we get back to this concept
of what is and what is not bona fide and as the Chairman used the
word “homogeneity.” That means that you have to belong to a
club and, if it is just a social club, that is no good. It has to be dedi-
cated to some metaphysical purpose that has nothing in the world
to do with travel. If there is any possibility that you got into the
club and thought you might some day want to take a trip, then you
are guilty as a snake. You have to pay dues. They go back to see
that your dues are current. If they went back to see whether my
dues are current in clubs I could never get on a trip.

Mr. Friepen. And foreign air carriers do not have to go through
that?

Mr. Burwern. I will let Mr. Yates explain that. He has just been
through several of these charters. Do the foreign carriers go through
this?

Mr. Yares. They have to apply for an exemption to perform this
type of flight and they have to also adhere to the provisions of the
homogeneity.

Mr. Frreper. Do the same rules apply to the foreign air carriers
as to the U.S. air carriers?

Mr. Yares. I think they apply but in our experience they have not
been applied as stringently. We have seen foreign air carriers take
groups that we do not believe we could have qualified to take. We
have seen them take groups that the CAB has turned down in the
past by merely going to Canada and taking them out of Canada, by
busing them up and things of that nature. I cannot answer your ques-
tion further than that because I have not made any particular study
on that.

My, Frreoer. I would like to pursue that.

Mr. Serincer. Would the gentleman yield ?

Mr. Friepen., Yes.

Mr. Serincer. Then I take it that your objection is that the CAB
is diseriminating against you and I use the word “discriminating” on
purpose.
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Mr. Yares. No, we are not taking that position.

Mr. SeriNGer. Are you not saying that, in not applying the same
rules to foreign air carriers that they apply to you, you are not able
to put yourself through?

Mr. Yares. No. 1, we are not here to compete with the foreign air
carriers. We do not like the restrictions for them or for us either.

Mr. Serincer. That is a different distinction. If you are makingit
to that extent, that is different. I understood from what you said that
they were applying a different rule to you than they were applying to
foreign charters.

Just incidenm]]y, are you saying that you cannot carry military per-
sonnel in competition with Swissair ?

Mr. Yares. Yes, we can on charters.

Mr. BurwerL. Then I stand corrected on that, Mr. Springer.

Mr. Serincer. Thank you.

Mr. Frieern. Who enforces these rules?

Mr. BurweLr. The Civil Aeronautics Board enforces them.

.MI;. Friever. Have you complained to them about the foreign car-
riers?

Mr. BurwerL. We complain constantly.

Mr. Frieper. About the foreign carriers?

Mr. BurweLL. Yes, sir.

Mr. Frievper. What is the result ?

Mr. Burwern. The result thus far has been nothing. It is true
that in this general area, as Mr. Boyd, the Chairman, said yesterday,
they have put down for hearing what they call a hearing on a blanket
exemption which would not of itself change the bona fide rules we are
talking about, but would propose to substitute instead of having to go
to the Board for every one charter an exemption over a period of time.

I agree with. Mr. Springer. I do not think we want to take the
position or could sustain the fact that we have been discriminated
against,

The point T make is that, since they have unlimited ticketing au-
thority, we do not want the charter field constricted to a point where
there is not any field there.

Now, subject to a couple of remarks I want to make on the first re-
fusal thing, we think the same rules ought to apply to everybody
but, since our only basic market we are talking about now is charter,
if you can turn it on and off like you can a water spigot, you cannot
get any financing and you cannot in a sensible way pin any hopes on
that kind of market to develop.

Mr. Frieper (presiding). lzf they were to define the “charter serv-
ice” as you say, would it interfere with the regularly scheduled air-
lines flying overseas? Let us say, for instance, Friday is a good day
or Saturday is a good day to go overseas and you get a charter flight
and according to the definition you could just go. Would that inter-
fere with the regularly scheduled airlines?

Mr. BurweLL. Mr. Friedel, I am sure they would say it would. I
do not think it would myself but certainly they could scream that it
would because they take the position that any one who carries any
way whether by bus or train or boat or in his automobile is a passenger
that ought to be shooed into the airline system.
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Mr. Frieper. Mr, Springer brought out a question yesterday that,
in talking about domestic from New York to I\-}iami, the nonscheduled
or supplemental airlines would go on Fridays and Saturdays and
Sundays in the peak but on Monday and Tuesday and Wednesday
and Thursday the regular scheduled airlines would go half loaded
and they had to run their daily schedule. Will that not interfere with
the regular scheduled airlines? That is the point that I am trying to
ursue.

5 Try to explain to us where it will not affect them. I am very selfish
about this. I have been fighting for years now to keep Friendshi
Airport alive. 'We will spend over $200 million for Chantilly and
think they have it down the gutter because we have Friendship, one
of the best airfields in the United States. I am fearful that they might
take the regular scheduled airlines and send them to Chantilly. I do
not want them disrupted by allowing the supplemental carriers to
take their peakloads and just running out of Friendship. That is
where I am selfish about my view.

Mr. BurweLL. Yes, sir.

Mr. FrieperL. Explain whether it will or will not hurt the sched-
uled airlines.

Mr. Burwern. Well, Mr. Friedel, maybe I could explain it this
way. I have it a little later in my statement. But while you are on
the point, on the 10-trip authority, for instance, when those certificates
are given us or when they gave us an exemption in 1955 to operate
10 trips, they put a provision in there that if any of the big airlines
were injured by the 10 trips use of it they could apply to the Board
to have a reduction.

You see, the Board did not guarantee us 10 trips. It put the
proviso in that, if a big airline was hurt, they could come to apply
for a reduction. They invited them to, but, as far as I know, none
of them has ever ali)})]ied for a reduction. Every time we have a

hearing they will ho
for a reduction.

I hope you will ask them about that because I have not known them
to ask for a reduction. Just as a matter of commonsense, I think
it shows that they have not been hurt. I think the figures we showed
you this morning showed the magnitude. I think we are arguing about
ess than a quarter of a percent of the revenues. That is the magni-
tude of the problem. I wish I were wise enough to answer your ques-
tion categorically but I think I can answer how big a target we are
talking about and I think that they ought to be required to explain
why, 1f this has bled them white over these years and why if this is
related to their present plight, and we admit they are sick, if it is
related to it why did they not apply to the Board and have it re-
duced; and they did not according to my information. If there is an
exemption, some obscure exemption to it, I would like to have them
say so.

Mr. Frieper. Iintend to pursue that a little further.

Mr. BurweLL. All right, sir.

Mr. Frieper. You may proceed, sir.

Mr. Borwern. Thank you, sir. I am through with the charter
definition thing which we consider essential, for the simple reason
that, if we are going to have a business we would like to know what

er about this thing but they have never applied
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it is. To get to the charter-refusal thing, and I gather that that
was not received too popularly, our position is very simple. For 15
years we have scre:une('i that the airline industry needs some com-
petition and we still seream that way and we do not ask for any pro-
tectionism. We basically want the right to do a little competing,
feeling that competition'is good even in the airline industry. But
after 15 years we are getting fairly skeptical about any competition
ever being allowed so that, if it is going to be a protectionist system,
we would like to put in a request for just a little bit of protection.

Now. if the Congress can see its way clear to unleashing us a little
bit and letting us compete in a very narrow area that will keep the
big airlines honest \\'it!hout hurting them, then we do not want any
first-refusal thing. We are willing to take them on in the charter
field. '

But, on the other hand, if we are criminals because we talk about
a little competition keeping people honest and there is going to be
protectionism, then I think we ought to have a little protectionism.
That is our whole case on the first-refusal deal.

There are a couple of practical little things that I can mention
there like the fact that big carriers get in and out of the charter field
and kind of churn it up in a sporadic and uulprm:lictul)ha way and
they do so because it is so inconsequential to their major functions

that it is a minor byproduct and you can see from the figures in the
back on this exhibit on charter revenues that they oscillate a good
deal. If they have some piston aircraft waiting sale, they say,
“Throw it in the charter business.” If they sell it they are out. So
that, it would help us to have first refusal but our basic positon is, if

you give us some competitive rights, we do not want protection;
but, if you are not going to give us any, we are asking for protection.

Mr. Frieper. Are you going to be much longer? We have some
members who would like to ask questions of you.

Mr, BurwerL. Five minutes; if I may.

Mr. Frrepen, You may proceed.

Mr. Burwerr. I will not go into the trip authority in any detail
because I can see that the committee wants to go on, but I do want
to point out in the statement that we have made a study of the price
structure existing in this and that, if you take for intsance Trans-
continental, let us take American Airlines’ best piston engine coach
equipment. It takes over 19 hours and makes either 9 or 11 stops
across there. Now the jet fare across there, jet coach is aproximately
$50 more than the supplementals are charging across the country.
If you take your wife, that is $100 and that is a lot of money. This
1s both coach, jet coach versus supplemental piston engine coach.

I would like to read just one paragraph or two out of Mr. Fried-
lander’s article, the travel editor of the New York Times, on competi-
tion. This is at page 32. He says that there is really no price com-
petition at all and that the airlines’ reply to this is that they are com-
peting in the area of personal service and, to begin quoting the article
on page 32, the third paragraph:

The airlines reply that their competition comes in the personal service they

give at the air terminals and at their reservation offices and in the food and
beverages and the eabin service aloft.
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Mr. Hempriin, May I interrupt at that point.?

Mr. Burwerr. Yes, Mr. Hemphill,

Mr. Hemeaine. Some time ago I had a situation where I had one
flight back to Washington and I was told that there was a lack of
equipment, and I would have to wait for an hour and a half. A busi-
nessman got on and he had had the same experience except he had had
it on other occasions. T all :

Now, when you start talking about competition in service and you
know that an airline has canceled some equipment, because it can load
up on the next flight and make it pay, I do not think that is giving
service.

I want to know if you are familiar with that practice.

Mr. BurwerL. Well, Mr. Hemphill, I agree with you. I do not
think there is any price competition and on many occasions I think
service competition is rather H)OOI. and, since I am so Hartiszm about. it,
I wanted to just read what the travel editor of the New York Times
sa_\isl; that may not specifically get to your point but I think does pretty
well.

Mr. Hesermir, I am thinking about the public. If some airline
has practically a monoply in a particular area and has all these rights
to run these different flights in and out, you count on the flight and
the weather is all right, but for some reason or other they just cancel
flat in your face and you know it is just because the flight does not
pay, but they will not admit it, of course, what is the answer to that?

Mr. Burwerr. Mr. Hemphill, I think the answer is to put in differ-
ent type people like us that want the business and do not listen to vice
presidents about whether the traffic is there and a lot of Harvard
studies but go out to the people themselves and regard what they want
as controlling like any other business.

Mr. Hempaia. But you were not there because it was not a peak
day.

Mr. Burwerr. Well, that is certainly true. We fly sometimes other
than peak days but we try to fly on peak days and do not apologize
for it because we want the plane there at the time the most people
want, to go. We regard that rather than being evil as trying to follow
the law of supply and demand.

Mr. Hesmprrin. Thank you, Mr. Chairman. Forgive me for in-
terrupting. T am just interested in that because I have witnessed it
once or twice and I am afraid I am going to witness it again.

Mr. Burwerr. I am afraid you will, too, sir. To continue just one
paragraph from Mr. Friedlander and then I will try to wind up:

The airlines reply that their competition comes in the personal service they

give at the air terminals and at their reservation offices and in the food and
beverages and the cabin service aloft,

Here also, it takes a highly perceptive passenger to tell whether he has been
waiting impatiently on a telephone ringing in one airline reservation office or
another, whether he has been bumped off a flight becanse of overbooking by one
airline or its competitor, whether the domestic champagne the stewardess offers
him is bubblier in one plane than another and whether his weight allowance
(forty pounds on domestic coach and first-class flights) is more inadequate on
one plane than on another.

He certainly finds no airline fighting competitively for his trade by offering
him free stopover privileges, such as are available on foreign routes. European
airlines advertise that, for the price of a ticket between New York and, say,
Amsterdam, Copenhagen or Rome, the traveler may visit a half-dozen major
cities in between.
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In this country it costs the passenger money to make a stopover; not much
money, perhaps, but the principle seems to be violated at the expense of the
traveler. A New York-Los Angeles ticket today on a nonjet airplane costs
$166.25 in first-class. To include a stopover in Chicago today the passenger
pays $47.95 New York-Chicago, and $120.35 for a Chicago-Los Angeles ticket.
The difference between $168.30 and $166.25 is $2.05. In a coach it costs an extra
§12.15 for the stopover. These annoying charges are hard to explain, since they
involve none of the additional miles of flying a stopover in Paris entails on a
New York-Amsterdam ticket.

It is a fair question, one worthy of prompt study, whether both the industry
and airline passengers might not be served better if there were fewer airlines
operating opposing services over the same route. There could be no less true
competition than there is now. There might even be more if the CAB then kept
a close eye on the kinds of service being offered and compelled the airlines to
live up to the responsibility inherent in their Government-awarded franchises.

That is the view of Mr. Friedlander, the New York Times travel
editor.

To conelude, Mr. Chairman, I go back to the fact that this whole
argument in our view about a possible exposure of the diversion of
less than three-fourths of 1 percent of the domestic revenues of the
trunk carriers. We do not think that anybody could assert seriously
that it is because of us. Our industry as you will see from the dollar
sheets in the back is in bad condition.

What we are asking here in general terms is for some recognition
of the pioneering that everybody except the Air Transport Associa-
tion agrees we have done, some recognition for serving as a small yard-
stick and some recognition for being a ready reserve available for
national defense—and at the end I want to show you one placard on
that—and some recognition in keeping a small flame of free enter-
prise alive.

Now, our situation is desperate enough. As you can see from the
financial figures we cannot temporize about what it is we have to have,
and, if you cannot help us, we will go away quietly. But the wise
people among our group will quit and all they will take with them as
the scars of the 15-year battle to create a little better situation in the
air transport industry is a very bitter realization that the day has
come when the small cannot oppose the big in the United States.

I thank you.

Now if you could bear with us just a minute, we would like to show
you this summary of where we fit in in national defense.

Mr. SprinGer. You have been an hour and a half. We will have
only 30 minutes for questions if you finish in the next 2 minutes.
T have lengthy questions.

Mr. BurweLL. I am through, Mr. Springer. We will hold that un-
til we ask questions. Iam ready, Mr. Springer.

Mr. WiLrtams (presiding). Mr. Springer.

Mr. SerinGer. I am going to ask these questions all in good faith,
Mr. Burwell.

Mr. BurwerL. I know you are.

Mr. Seringer. This thing is relatively new to me, beginning last
year. That was the first time I had an understanding of a supple-
mental air carrier.

What did you visualize as being the basic need for the continuance
of supplemental carriers? What is the reason for them?
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Mr. Burwerr. I think the basic need, Mr. Springer, is first the de-
velopment of the charter market which I think is still early in its
development.

Secondly, I do think there is a need for some price competition con-
trolled in impact against the big carriers. Those are the two rea-
sons, sir.

Mr. Seringer. Now, in your previous testimony, you talked princi-

ally about charter. You have not developed anything in the ticket

usiness yet. I think there is a need in the charter field. I am not
sure there is a need in the ticket field.

Mr. BurweLL. Yes, sir.

Mr, Serivcer. If we are going to ticket trunklines there ought to
be a reason for it and that comes, I presume, first because that is the
sarriage which I would guess 96 percent of the American people use
in going from one spot to another.

Mr. BurwerL. I would agree with that, sir.

Mr. Seringer. Now, on the charter I am going to concede that there
is a need. Yesterday the Chairman of the Board relied to a great
extent, in response to my question, on the fact that the military said
it was nee{lecﬁ. I have to assume that is true. It becomes a ques-

tion then beyond that how far should this thing be developed. That
is the point I am trying to get out. In the charter field 1 am of the
belief that there is a need. What do you think the need is in the
ticket field?

Mr. Burwern. In that connection, and I apologize for being so
long, you are exactly right.

Mr. Serinvcer. That is all right. You did a good job of develop-

ing your statement.

Mr. BurweLL. 1 put about 15 or 20 pages in here that I had to skip.

Mr. SeriNnGer. I would rather hear from you than hear the 15 pages.

Mr. BurwernL. I think you will see that it maybe boils down to this,
sir. I am not picking on the big airlines but we cannot discuss it with-
out discussing them. The jets were heralded as a lower cost operating
airplane than piston aireraft. Part of their hard time is accounting
how quickly you amortize cost. They have seen fit to raise the fares
with a more efficient machine and they have raised them considerably
and we have the table of the exact figures in here on chief routes like
transcontinental and New York-Miami.

In so doing, I think they are cutting down their market rather than
increasing it viewed from the angle of the traveling publie, so long as
it. is kept small enough to be a little bit of a thorn in their flesh but not
really enough to hurt them, I just think it is good for them because
it will make them extend their services to the poor guy with the paper
suitcase who has to take his wife and he just does not have the money
to go any other way.

That 1s why I think it is good. T seream about competition and
maybe I am like everybody. It is good until you get it. But I do
think that, even in a regulated industry, vou have to have just a little
competition, pricewise I am talking about, to keep people on their toes.
For that reason I think we are good. I would not expect you to cut
us loose so that we could really hurt these people.

Mr. Seringer. Are you wedded to the theory that there ought to
‘be a limitation on flights by supplemental carriers?
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Mr. BurwerL. I certainly am not wedded to it, Mr. Springer.

Mr. Seringer. Do you believe that you can have unrestricted flights
by supplemental carriers and still maintain a trunkline system and we
will talk about our feeder airlines.

Mr. Burwerr. In all honesty I do not think you could take the lim-
itation off completely. I think if you did we would really hurt them.
I have to be honest. I would love for you to do it but I think we
would really hurt them.

Mr. Serineer. What would be your feeling about limitation of sup-
plemental carriers to flights between particular points or within par-
ticular areas which apparently, as a matter of fact, has to be done?

Mr. Burwerr. I would not like it because, in the first place, I think
everybody realizes that we cannot compete head-on with the big car-
riers. If we gave the public the same thing the big carriers do, they
are obviously going to fly the big carriers. The only way we can
survive economically, aside from what authority you give us, is by giv-
ing the public something that the big carriers for some reason do not
give them and we which they want. They only relation of that to
your question is that we have to move around like a guy backing up a
football line and see where the opening is. If you gave us a series of
flights between, let us say, Des Moines and Little Rock, Ark., I for one
would not be interested in it.

Mr. Serincer. Let me ask you this. What percentage of the sup-
plemental ticket-line service is other than long flight? 1 am not talk-
ing about charter. I am talking about ticket now. I am in that field.

Mr. Burwern. I would agree that what is other than long-line
flight, leaving out the recruit runs you brought up yesterday, would
be practically negligible. You are right. Most of it is New York
to the west coast, Chicago to the west coast, New York to Miami,
perhaps Chicago to Miami. There are occasional other ones where
for some reason a bottleneck appears, but those are the classic pat-
terns. There is no secret about that; so that, as you say, most of it
is longrun stuff,

Mr. Serineer. All right.  Now, then, conceding that the great ma-
jority of your business, either percentagewise or dollarwise, is in
the long flight between high density markets, if that is true then
have we narrowed this question to limitation on the number of
flights? TIs that the problem ?

Mr. BurweLL. Yes, sir. I think it is.

Mr. Seringer. That is the problem as you see it in the ticket field.
I am not talking about charter. I am talking about the ticket field.

Mr. BurweLL, Yes, sir.

Mr. Springer. If legislation came up which limited you to charter
flights only, could you survive ?

Mr. BurweLr. I do not think so.

Mr. SeriNger. You are not sure about that?

Mr. Burwernr. Well, T will retract that. I know we cannot be-
cause we are losing money now.

Mr. SpriNGeR. Let me ask you this. Taking it all now, “charter”
plus “tickets,” both, dividing that into two categories, “charter” plus
“tickets,” what percent of the total supplemental carrier, percentage-
wise, is in each of those categories? '
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Let us just take charter first. You have 100 percent. How much
of your dollarwise figure is in charter? _

Mr. BurwerL. I can only give a guess, Mr. Springer.

Mr. SeriNger. You do not have any accurate figures?

Mr. BurwerL. I do not at the moment. I can tell you why. The
Board has not required this breakdown. It would require a fairly
elaborate survey of our whole industry to get their figures and brea
it down.

Mr. Serincer. Do you not think that is awfully important, Mr.
Burwell, for this committee to have?

Mr. BurweLL. It is, sir, and I tried to get it.

Mr. Seringer. I would rather not have a guess because that could
be most anything.

Mr. Burwerr. I agree with you.

Mr. Seringer. To the best of your information, could you supply
this committee with two figures: first of all, the percentage break-
down between charter and ticket service. Then could you supply
us with the dollars roughly that are in this of the total? We will
say, if it is $100 million, then how many dollars are in the charter
service and how many dollars are in the ticket business? Can you do
that?

Mr. BurweLL. May I ask an economist we have here whether we
can get it? I agree with you that it is essential. We did try to
get it. T do not want to tell you we can get it if we cannot.

Mr. Springer, he tells me, first, that we cannot get it on Board
figures. There are none there on Civil Aeronautics Board or Gov-
ernment figures. The only way I could get it is to try to survey
our members and get member figures and I will be glad to do so if
youwant me to. It will take some time, I am sure.

Mr. Serincer. I think before we consider legislation we certainly
ought to have those figures before us to know which of these categories
1s predominant.

There is a second thing. There are how many supplemental car-
riers now roughly? I am talking about operating. 1 am not talking
about certificates not being used. '

Mr. BurweLL. You want those presently operating ?

Mr. SerinGER. Yes, how many do you have operating at the present
time?

Mr. BurwerLr. Mr. Springer, I may be 1 or 2 off depending on the
definition of operating, but our guess is 18.

Mr. Serixcer. Out of that 18 are there 6 or 7 or 8 or 9 that do 80 or
90 percent of the business? I understand there are some big ones
that do most of the business and I want to know if that is correct.

Mr. BurwerL. If you lump in the military revenues, that is correct.

Mr. SeriNger. Out of that 8 or 9 or 10, whatever it is, how many are
in strictly the charter business?

Mr. Burwerr. Of the eight or nine large ones you are talking about,
how many are almost exclusively in the charter business?

Mr. Serincer. Exclusively. They do not have to be totally but
almost exclusively in the charter business.

Mr. BurwerL. T will say maybe three or four, subject to this re-
striction, Mr. Springer: You began to inquire yesterday about recruit
ones from New Washington to San Antonio. That is individually

72536 — 61— 10
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ticketed. T think virtually all of them are in and out of that at one
time or another. Southbound that is confined to Air Force recruits.

Mr. Serincer. But isthis in effect a charter?

Mr. Burwerr. Well, legally speaking, it is individually ticketed.

Mr. SpriNGer. But it is in effect a charter system. You actually fly
that plane?

Mr. BurwerL. The Board regards it as individually ticketed. We
have individually ticketed i:n‘iﬁ'.‘, and so on, but it is a speecial flight
for Air Force recruits.

Mr. SeriNeer. Then I take it, if there are eight or nine, that you
have four or five that are in the ticket business along with charter?

Mr. BurweLL. Yes, sir, with the qualification that some of the others
are in it in a minor way.

Mr. SeriNger. I see. You have 4 or 5 out of your 8, 9, or 10 that
are presently in the ticket business?

Mr. Burwerr. If it would help, maybe I could name off some.

Mr. Seringer. I do not need the names. I am just trying to find
out. Of course, if you get this revenue before me on ticket and
charter that will tell a lot more; but this four or five that are in
the ticket business are the ones who are principally interested in the
ticket business. Is that essentially right ?

Mr. Burwerr. They are interested in two different ways, Mr.
Springer. All of them are interested in it because they have to do a
little of it to supplement. The four, five, or six, the five or six we are
talking about now, whatever figure is accurate, are interested in it
primarily.

Mr. Seringer. Let us get to that point. We have to pin it down to
these four or five. Those are the four or five lines that, for their
sources of revenue, principally depend upon ticket, is that right?

Mr. BurweLL. Yes, sir.

Mr. Serineer. Do you have any idea what portion of the revenue
of these four or five is divided between ticket and charter?

Mr. BurwerL. Well, roughly, Mr. Yates who is very familiar with
it says 60 to 70 percent would be ticketed revenue on the group we
are talking about who are primarily interested in ticketed stuff.

Mr. Serineer. Could you make a note of this? 1 take it these are
all large carriers, the larger of the group, is that correct?

Mr. Yares. Their size fluctuates.

Mr. Serincer. Now, can you give to this committee somewhere in
this record—and I wish you would send a copy to all the members of
the subcommittee, please, and yon might give each of those lines
individually—what percentage of their business, and also what dollar-
wise, is divided between charter and ticket?

Mr. Burwerr. We will try to do this but it would be simpler know-
ing the accounting, if it would serve your purpose as well, to confine
it to the civilian rather than military business.

Mr. Serincer. If you want to I would rather have the civilian and
military separate if you can give it to us this way because that is
something that we want to look at and something we certainly want
to have in mind. If two or three of these lines are principally de-
pendent. upon military, we would like to know it.

Mr. BurweLL, All right.
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(The information referred to, when received, will be placed in the
committee files.)

Mr. Serivger. Mr. Chairman, that is all.

Mr. Wittiams, Mr. Friedel?

Mr. Frreper. I have no questions.

Mr. Winniams., Mr. Collier?

Mr. Corier. Let me preface my questions by saying that no one
believes in the free competitive system any more than I do. However,
as you know, in dealing with a regulated service such as we are, there
are some built-in problems in this matter of competition that you
dwelled upon. One of them I believe, is a standard set of ground
rules so that competition is conducted in an atmosphere where every
one is playing by the same rules. And that leads to my first question,
and it is this: Why should there be a double standard of fitness, such
as is provided in the legislation before us, in dealing with the air
carriers?

Mr. Burwert. I am not positive I understand what the double
standard is that you are referring to, Mr. Collier. I agree. I do not
think there should be a double standard in any of this.

Mr. Corraer. Well, as I recall the language of the bill, it defines
the qualification of fitness based upon those things which are peculiar,
1 believe that is the word to the supplemental carriers.

Mr. BurweLL. Yes, sir.

Mr. Corrier. I am not so sure that we should not retain the same
standards of fitness, willingness, and ability as is required of all oper-
ating members of the airline industry.

Mr. Burwernn. I am not sure either, Mr. Collier. I am inclined to
agree with you. As I understood the chairman yesterday on this
point, he said that, while supplementals had a rather peculiar and
smaller market, that they measured their financial resources with
reference to that market.

Now, it seems to me that that is precisely what they do in the big
industry. For instance, if American Airlines which is a big and very
fine operator applies for a route and a much smaller carrier such as
perhaps Northeast applies for the same route and it is going to re-
quire jets and expanded capital and so on, I would say that that is
precisely what the Board does there. After considering the need,
they measure the fitness of the carrier financially and experiencewise
to fill that need and, if it required big money, my guess is that Ameri-
can Airlines would have the inside track and would have a better case
than, say, Northeast. If it is different from that I do not understand
it. In other words, I do not think it is a double standard. T think
the Board tries to relate the market to the resources and ability of the
carrier. I certainly am not for a double standard in any of this.

Mr. Corrier. Mr. Burwell, what is your feeling on those supple-
mental carriers that have received certificates but have failed for a
sustained period of time to use these certificates for the service that
they were granted?

Mr. BurwerL. It is my understanding, Mr. Collier, that perhaps, at
least prior to the bill last year that Congress passed, the Board re-
quirwu at least some activity out of these carriers to keep their certifi-
sate alive, and T think that some activity should be required of them
to keep them alive. I do not know exactly how much activity you
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have in mind. 'We might differ on the degree of it, but T do not think
that a certificate should be allowed to lie around indefinitely in some-
body’s desk for speculative purposes,

Mr. Covuter. 1 do not think we will have any trouble agreeing then
in one area, and that is this: that there are eight supplemental carriers
in fiscal 1960 who did absolutely no gross business in dollars,

Mr. BurwerL. I have not rechecked the list, Mr. Collier. I doubt
if it is quite that high but I have not rechecked the list and I would not
take issue with you.

Mr. CoLuier. There were, according to what T think to be certainly
reasonably accurate figures, four additional carriers who did a gross of
less than $10,000 during fiscal 1960.

Mr. Burwerr. Well, again not having checked the list, I cannot
comment.

Mr. Covrxer. I think that if we are to assume that the granting of
these services for the purpose of these carriers rendering a public
service, for I can think of no other reason for granting that certificate,
then we have a rather unhealthy situation if this is permitted to per-
sist and if, also, there is no prohibition against the granting of grand-
father rights to some of these carriers who have failed to perform a
service.

Mr. BurweLn. T don’t have any trouble agreeing with that, Mr.
Collier, with the one provision so that it may be you don’t want to
measure them inexorably by a short period. If some of this group of,
let’s say, over the last 10 years, rendered very important services and
maybe, in the confused legal atmosphere confronting them, maybe are
using wise business judgment to sit around until the thing is clarified,
I don’t know that you should penalize the guy unduly for using wise
business judgment.” Those that have operated have lost. But basically
I agree with you that there is on obligation on those people comparable
to those that are trying to operate service.

Mr. Corrier. Do you condone the practice of dormant carriers se-
curing a certificate and then selling the certificate without ever having
used or with having used such certificate only to a very, very limited
extent ?

Mr. Burwere, Well, again if they have never nsed it, T do not. I
think we all appreciate there that the Board has to approve the
transfer and therefore the Board has a whack at this problem, also, but
stated as you put it, do I condone certificates that have, in effect,
never been usefully operated being used for speculative purposes, the
answer is “I do not condone it.”

Mr. Corrier. This line of questioning T might explain, Mr. Burwell,
is prompted by the fact that 1 think that this committee and Congress
is faced with the responsibility of enacting legislation that is positive
in this area, that is definable in its ground rules so that section after
section we are not obliged to come back here and hassle with this prob-
lem with the interpretations and the present flexibility of existing law.

I would like, as one member of this committee, to have legislation
that would cure this dilemma that we seem to constantly find ourselves
in in dealing with the supplemental airlines and their relationship
with the air travel business of the regularly scheduled lines.

Mr. BurwerL. In that, Mr. Collier, we see eye to eye. Apart from
the many problems that take up your busy time, we have the same
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problem with bankers and our own planning and we obviously want
you to be generous with us but, among other things, we want yon to
be clear with us and a man can make up his mind whether he wants
to quit the business and forget it or not.

Mr. Corrier. Would you then agree with me, and this s my final
question, that there is some house cleaning to be done within your
supplemental industry ?

Mr. Burwern. Well, we are certainly not perfect. The Supreme
Court has just come down on one phase of this. I think you can
understand that, within the industry, we can’t control everything.
There are some things that could be improved and in all candor I
think there is a great deal that could be improved in the big carriers
but we are not discussing them now.

I think there is plenty of room for improvement within our in-
dustry. I do think with pardonable pride that in the last few years
it has improved enormously and one of our problems is that we are
small and people don’t follow us all the time and I think a lot of sins
that are attributed to us are sins of several years ago.

Now, that is not true in all instances but I think there has been
great improvement and it seems to me that all of us ought to be given
good credit for repentence and reformation.

Mr. Corrier. Let me say that I want to assure you that I don’t
think the need for house cleaning is unique to your industry at all.
‘That isall T have, Mr. Chairman.

Mr. Witriasms. Mr. Devine.

Mr. Devine. No, thank you.

Mr. Witttams. Mr. Burwell, when this committee held hearings
last year on similar legislation the committee was told that three of
the supplementals had a case in the U.S. Court of Appeals for review
of a Board order denying them certificates. Isuppose you are familiar
with that. Carriers were Great Lakes, Curry, and Trans-Alaska.

Mr. BurwerL. Yes, sir.

Mr. Winriams. The Board had refused to issue certificates to these
carriers on the ground that the carriers had violated the Board’s
rules regarding Frequonr-.y. What is the present status of that case?

Mr. BurwerrL. Well, as the chairman said yesterday, Mr. Chairman,
the Supreme Court, I believe the day before yesterday, denied cer-
tiorari sought by these carriers to take up for review the circuit court
of appeals.

As we all know, that is the last roundup through the legal system
and the net result of that is to deny any authority to those three car-
riers. 5o, subject to an interval of a few days to petition for recon-
sideration, they are dead. It is just as if you take a corpse and spade
sod on top of him so that that page of history is closed.

Mr. Winrrams. These carriers are not operating now ?

Mr. Burwernt. They may be operating today, Mr. Chairman. I
don’t know but as soon as the last procedural detail in the Supreme
Court order is finished, they will not be operating.

Mr. Witrrams. Mr. Burwell, let me ask you this: Could the sup-
plemental carriers live with the Board’s bill ¢

Mr. Burwern, That is a tough question, Mr. Chairman.

Mr. Wirtiams. If T recall correctly, they were in here last year
supporting virtually the same bill very strongly.
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Mr. BurweLL. You mean the Board’s bill ¢

Mr. Wirriams. The supplemental carriers.

Mr. BurwerLL. Yes, sir.

Mr. Wirtiams. Now I know that they have a bill which they are
sponsoring which goes quite a bit furtﬂer than the Board’s bill in
granting additional privileges to these carriers and eliminating re-
sponsibility. !

Now, of course, I can understand that naturally from a business
standpoint. All you want isa fair advantage.

Mr. Burwerr. That expresses it very well, Mr. Chairman.

Mr. WirLiams. 1 cannot blame you for it, but seriously, I want to
ask you if you could live with the Board’s bill.

Mr. Burwerr. Well, Mr. Chairman, let me put it this way: Again
we are very grateful for what the Congress did last year but trying
to live with it cost us $5 million. That sounds like peanuts in the avia-
tion business but it isn’t peanuts compared to our industry. In the
last 2 years we have lost approximately $14 million.

Mr. WitLiams. Do you attribute a lot of that to the fact you
are only operating under temporary authority ?

Mr. BurwerL. Well, that certainly is a factor. I don’t know how
to evaluate how much of a factor it is but it is some of it.

Mr. WiLriams. That still does not answer my question as to whether
or not the supplemental carriers could like with the Board’s bill.

Mr. BurwerL. Well, T don’t want to be evasive or cute, Mr. Chair-
man. I can put it this way. I don’t have a share of stock in any of
these companies. I realize your time is short. Two or three of them
want to tell you fheir situations in a few minutes. Maybe they can
answer it better than I could because it is their money.

Mr. WitLtams. You represent them.

Mr. BurweLL. I represent them and am president of the association
but maybe they don’t appreciate my answering whether they can live
on it or not. Maybe some of them could or some couldn’t. I can state
it another way.

Mr. Witniams. You are authorized, as T am told, to speak for them.
Of course, I realize also that there may be a little disagreement among
your own group.

Mr. Burwert. I think that is an understatement, Mr. Chairman,
to put it another way, I don’t believe I could give an honest answer.
I am not trying to plead the fifth amendment but I am in a guess aren
and, if I said that they could not live on it, I just don’t know and I
don’t know whether they could.

Mr. Wittiams. To give you an example of what T am talking about,
there is the so-called Moulder bill sponsored by your group. The first
section of that bill adds a new definition to existing law, the definition

of supplemental carriers. This definition provides in part that “sup-
plemental air transportation means air transportation rendered pur-
suant to a certificate of public convenience and necessity.”

The term “air transportation” as it is defined in the present law
means “interstate, overseas, or foreign air transportation, or the
transportation of mail by aircraft.”

Now, is it your Burpose to try to bring the supplemental air car-

riers in under mail-handling privileges ?




LIMITED AIR CARRIER CERTIFICATES 147

Mr. Borwern. No. Maybe I didn’t make that clear. I tried to-
say at the outset that all those fringe things, like the mail thin
there, we are not trying to get. What we would like is the ¢ ea.r
definition of charter, the trip authority asked for, but, if in effect you
are not gomg to imve any competitive system .m(l there is going to be
protectionism, we would like a little piece of this for ourselves. But
the mail authority, no. Frankly, I don’t know how the mail thing
got in there. We don’t ever carry airmail or subsidy.

Mr. WiLiams. The mail thmn' is in there because it was put in.

Mr. BurwerL. Let me put it this w ay. I didn’t put the mail thing
in. I didn’t, frankly, know what to do with it; neither did Mr.
Yates. I didn’t really know what they were talking about yesterday.

Mr. Wirniams. Following this to its possible conclusion, you would
not be able to qualify for subsidy under your definition in your bill
asit is presently written ¢

Mr. Burwern. We have never been that ambitious. We certainly
have no objection to striking anything about mail or anything that
might lead to subsidy.

Mr. Wirtiams. How did you arrive at a figure of 192 trips a year?
That is 16 trips a month.

Mr. BurweLn, Sixteen, sir, I think it is compounded of three
things, Mr. Chairman: First, 10 isn’t enongh. We know that from
bitter experience. Secondly, back in 1953 the Small Business Com-
mittee of the Senate did make a study and I quoted it in there. They
said that in their view we should have a minimum of 14 or 15. Now,
the third thing we used in arriving at it was we did make an analysis
of the growth in available assets in one market; namely, New York-
Miami, between 1955 when the Board decided to give us 10 trips a
day and the ratio of available seats by Eastern, ’\'ati()n.ll, .md North-
east between 1955 and today if you followed ‘that ratio of increase
would come out to uppm\mmtvl\' 16 trips a month. In other words,
if you adjusted our relative impact on their seat availability today as
presumably was the Board’s purpose in 1955, if you adjusted it up-
ward, would come out about 16.

Mr. Witniams., I wasn’t in the room when you discussed the pro-
visions that you had in your bill that would give you first refusal.

Mr. Burwrerr. Well, 1 can state that very ‘-‘,:mpiy, Mr. Chairman.
We basically and 111%1011('.1]]\ have hollered for free enterprise, some
competition. Wherever there has been a competitive market we have
done fairly well but, when for one reason or another the Government
shuts off competition and it is happening in the MATS market this
year, we are squeezed out.

Now, we basically ask for competition. Our first request is that
you tm e us the llght to compete in a very narrow area that won’t
hurt thmn honest. If you can see your way clear to doing that, forget
the first refusal. We don’t want it. We will take them on competl-
tively. But, if in your wisdom you are going to decide that there
can’t even be exposure to diversion in the magnitude of three-fourths
of 1 percent, then we have to understand that it is going to be a pro-
tectionist system from here on out and, if it is, we would like just a
little piece of protection. So that it is an alternative plea.

Mr. Wiuerams. It just appears to me that this provision in the bill
instead of promoting competition stifles competition.
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Mr. Burwerr. There is no doubt about, it. We f rankly admit that.

Mr. Wintiams. That gives you fair advantage that you would like
to have.

Mr. Burwerr. No, sir. This is an alternative thing, Mr. Chairman.
You are the one to decide whether there will be competition. We
want competition.

Mr. Witniams. Let us get into the operation of that for just a
moment. I have quite a number of questions but I will ask them of
the succeeding witnesses.

Does this first refusal proposition mean that, when a group of
people decide to charter a plane they have to contact every supple-
mental carrier?

Mr. BurwerL. We don’t see it this way. What we suggest is that,
for instance, if a group of people want to go on a charter from Ameri-
can Airlines, American Airlines will make one telephone call to the
exchange which is authorized by the Board to represent all the
supplemental carriers and memorandums of the list. We have a
master list and, for instance, when they want to take a jet flight we
don’t have a jet. If they want a [irstfcl)uss deluxe, we don’t offer that
service. We would say fine. The whole thing would be over in 10
minutes.

Obviously it would be ridiculous to have them call all the carriers.
That is why we have the air charter exchange. It is a one-telephone-
call deal.

Mr. Devize. Will the chairman yield ?

Mr. Winriams. Mr. Devine.

Mr. DeviNE. SUPIZ“’-%‘ they wanted to charter on TWA? Do they
still have to call you?

Mr. BurwerL. Yes, sir; Mr. Devine, they would and in all honesty
I don’t think that is a good deal. I think the public ought to have the
choice.

Mr. Devine. There is no freedom of choice under that.

Mr. Burwerr. I agree with you. I am not trying to be cute about
it. I think if the public is denied their choice of prices all over the
United States, then it isn’t so horrible. But I think basically it is
bad. I think the customer ought to have the choice.

Mr. Woiiams. Mr. Burwell, your testimony has been directed
primarily to the legislation introduced by Mr. Moulder, I presume at
the request of your organization, H.R. 7512.

Mr. Burwern. Yes, sir.

Mr, Wirnrams. You have more or less skipped over the top of the
Board’s proposal. Isn’t it a fact that the supplemental carriers
would much prefer the Board’s proposal to no legislation at all?

Mr. Burwerr. Yes, I think so.

Mr. Wiriams. Thank you very much, Mr. Burwell.

Mr. Burwerr. Thank you, sir, very much.

Mr. Witiams. Mr. Pigman, of your group, requested permission
to testify immediately following you because he has a trip to make
and has to leave town.

We don’t have over 5 or 10 minutes at the most, Mr. Pigman. If
you would like to supply your statement to be included in the record,
we would be very happy to receive it.
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STATEMENT OF REED PIGMAN, INDEPENDENT AIRLINES ASSO-
CIATION, WASHINGTON, D.C.

Mr. Pieman, I don’t have any written statement.

Mr. Wirniams. You do not have a written statement? Would you
make it as brief as you possibly can under the circumstances?

As far as that goes, we could permit you to submit a written state-
ment if you would prefer.

Mr. Pieaan. I don’t have too much. If it is agreeable with you,
my name is Reed Pigman and 1 am president of American Fliers,
which is one of the anpp!emenlal airlines in question. I would like
to give you just a little bit of the history of the supplemental carrier.

I was one of the first and my company was one of the first three
supp]cmenml carriers that were granted operating authority by the
Civil Aeronautics Board back in the late 946’s and 1947’s. T estab-
lished my business in 1939 and I w as what is lum\\ n as a fixed-base
operator. I specialized at that time in the training of airline pilots
for the various airlines.

In addition to that, as all fixed-base operators did and still do on
small aireraft, I conducted a charter operation. This went along
through the war years until larger twin engine equipment became
available, and like many operators, I bought some of that type of
equipment from the military as surplus.

We converted them into passenger airplanes, and instead of these
small single-engine aircraft, we went to the larger twin-engine
aircraft.

Mr. Wiruiams. Let me ask this, Mr. Pigman : Those bells were bells
for a quorum that will call us to the House floor. We are going to
have to recess this within the next 3 to 4 minutes. Could you
be back at 2 o’clock ?

Mr. Pioman. Yes.

Mr. Wotiams, If you prefer to submit a statement, we will be
very happy to receive it. If you prefer to proceed, we will come
back at 2 o'clock if we get permission from the House to do so.

Mr. Premax. I want to do whatever you would like to have me do.

Mr. Winraams. It would help the committee considerably if you
would submit a statement because of the time factor involved. ‘We
have a list of some 11 witnesses scheduled for today and you see what
we are up against. I do not want to cut anybody off from testifying
if they wish to do so.

Mr. Pieman. I would like to testify if possible. This is vital to my-
self and my company. 1 believe I h-u‘e some things that you might
not, have considered becanse I am what is known as one of the smaller
carriers and you might be interested in some of the ideas and statistics
that I might have. They are very short and brief, but I don’t have
them in a printed statement. If we have time at 2 o’clock, fine; if we
don’t, I will be glad to submit a statement.

Mr. WitLiams. I am afraid we are going to have to adjourn. The
committee will stand adjourned until 2 o’clock. If you wish to con-
tinue then, you will be the first witness.

Mr. Yares. Mr. Chairman, we would like very much, T believe, to
keep the record open in order for the association to submit a few
comments with reference to the Board’s bill.
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Would that be permitted ?

Mr. Winriams. Yes, the record is open at least until the hearings
have been concluded and then for a reasonable period thereafter. We
would be very happy to receive the statement.

Mr. Yares. Thank you.

(The data referred to was not submitted.)

Mr. Wirrrams. The committee will stand adjourned until 2 o’clock.

(Whereupon, at 12:10 p.m., the committee was recessed, to be re-
convened at 2 p.m. the same day.)

AFTER RECESS

The subcommittee reconvened at 2 p.m., Hon. John Bell Williams
(ehairman of the subcommittee) presiding.

Mr. Wittiams. The subcommittee will be in order, please.

When the committee recessed for the noon hour, Mr. Reed Pigman
was in the process of testifying. Mr. Pigman, would you like to
proceed ?

STATEMENT OF REED PIGMAN, PRESIDENT, INDEPENDENT AIR-
LINES ASSOCIATION—Resumed

Mr. Presrax. Mr. Chairman, I would like to make this as brief as
possible because I know you are pressed for time. I will take up
where I left off in that I was attempting to describe, in a short
description, just how the supplemental industry started in the hopes
that you can see our problems down through the years.

As I said, in about 1945, when the military aircraft were becoming
surplus, the transport-type aircraft, I and many other operators, in
similar operations, purchased these aircraft to supplement our
charter equipment in smaller airplanes. We then went to bigger
groups, 20 and 21, and some of the people went to C-46’s, where they
had 40 and 50 passengers.

Then all at once a great number of people entered this field. All
the boys that came back from the service bought an airplane and fired
up in the business. As a result, the CAB in the late 1940’'s—19486, or
1947, I do not remember which—started to regiment the indust Iy,
and awarded us what was known as operating certificates.

My company was one of the first three that were awarded an
operating certificate.

Mr. WitLrams. What is the name of your company ?

Mr. Pieaman. American Flyers. We were one of the first three
awarded an operating certificate, so we have been in this thing right
from practically the first day.

For the next few months or years, business was pretty good. The
military were using our aircraft to haul military personnel on plane-
load lots, charter basis, and we were chartering our aircraft to colleges
to haul their football teams, and so forth.

After a couple of years of this, the scheduled carriers said, “Wait a
minute. This is a market we haven’t touched, and it looks like these
boys are doing a pretty good business,” so they got into it. As a
result, our business started to fall off, whenever we had to compete
with the scheduled carriers.
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Of course, it was on a charter basis. They were chartering their
aireraft to the military. Then, as now, 90 percent of our charter
business is military, 10 percent is civilian. It is probably closer to 95
and 5, but we will say that 90 percent is military and 10 percent is
civilian.

When they started to bite into the 90 percent, we had to look around
for other means of supporting ourselves. So some carriers went into
what they called a route-type operation, selling ticketed passengers
from point to point. The Board then restricted these to 10 round
trips a month between any two points.

After a little while, when your business keeps going down and
down, every year doing a little bit less than the year before, you have
to scout around for new forms of business, or new equipment. So
most of the carriers, of which we were one, bought four-engine pres-
surized equipment.

We had been operating before with either twin-engine equipment
or four-engine nonpressurized equipment, the old DC—4’s and the old
DC-3’s. When you go into an equipment program, buying large,
pressurized aircraft, there are considerable amounts of money in-
volved. TUnless you are really lucky, you have to go to your banker
or some source to acquire funds to purchase them.

To use my own case, with which I am more familiar than anybody
else, I went to the bankers and they said, “Yes, we will loan you the
money to purchase these aireraft.” There was a considerable amount
of money involved. “But we do not think that you have a good
enough operating authority.”

At this time, the Supreme Court had just ruled that the operating
authority we did have was more or less unconstitutional. “But if you
want to put your own name on the notes personally, and you have
enough property and worth so that we do not have to mortgage your
equipment or we do not have to rely on your business paying it back,
we will loan it to you.”

That is an unhealthy situation. What we need in our business is
an operating certificate. We need for the Congress of the United
States to grant us an operating aunthority, and then we need access
to enough business to survive. We will take our chances on getting it
if you will just give us access to it legally.

There are a number of ways that this can be done. The exclusive
charter privilege is one way. On this charter thing, this morning
some questions were asked on just what constituted a charter. While
we are not, in a foreign field, we can tell you from the domestic field
what constitutes a charter at the present time.

Let me give you an illustration. A charter is not what most of you
think it is. If a group of soldiers at Camp Hood, with which I am
familiar, came to me and said, “We have 28 or 30 people and we want
to charter one of your airplanes at Christmastime to go home. How
much is it going to cost? We understand you charge so much a mile.”

It is so far, and they have it pretty well figured out ahead of time.
So you tell them, “Yes, that istrue.” They said, “Okay, we will split
that 30 ways and here is our money.”

That is an illegal charter. That cannot be done according to the
regulations in force at this time. They must be a group; they must
have one head of the group who pays the charter. They cannot be
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individuals that come in and say, “Look, we want to charter the air-
plane. There are 30 of us and we want to charter the airplane and
go to New York.” That is an illegal charter, and if we accept the
charter under those terms we are Hlli.:j{'f'f to punishment by the Board.

Mr. Wittiams. As I understood it, Mr. Pigman,” from Mr. Bur-
well—from Mr. Burwell’s testimony—that criterion applies only to
the oversea charter service.

Mr. Preman. No,sir; this is domestic.

Mr. Winrrams. Do I understand that it applies also to the domestic
charter service?

Mr. Pieman. Yes. sir. We do not have to go to the Board for ap-
proval of this charter flight. We can take it. Then when we come
around and audit our books, which they do periodically, they can say,
“You chartered your aireraft to 30 people. You can only charter your
aircraft to one person.” He can ]| s a _club, he can be a soldier in a
company that gets these people and collects the money from them and
then comes up as one individual and says, “Here, I have the money :
I want to charter your aircraft and I am going to take 28 or 29 other
people with me.”

But those 28 or 29 other people cannot come to you and say, “Here,
we want to charter your plane. 'We do not want any one of us to be
responsible for it. We do not want to assume any responsibility.
Here is the money, from Bill, Pete, and Joe, each one of them.” and
we can give each one of them a receipt for one-thirtieth the charter
price for the airplane, or whatever number of passengers is involved.
But we cannot legally do it that way.

We must have a chartering agency, so to speak, someone who actu-
ally charters the airplane. Mr. Smith, who is the president of X Oil
Co., can say, “I want to go to Las Vegas today and I want to charter
your airplane and I want to pay you for it.” and he writes you out a
check, and he says, “I want to take my friends with me.” and he can
take as many as he wants to. But all of those friends cannot. come to
my office and say, “We all want to charter your airplane. None of us
want to be responsible for your airplane. " We all want to charter it
and here is our portion of the charter money.” That is an illegal
charter according to the Board.

So the language of what is a charter definitely needs to be clarified.
In other words, a charter is any group, no matter who they are,
whether they belong to the Methodist Church, part of them, or the
Episcopalian Church, or the Lutheran Church, if they all want to go
at the same time, to the same place, we should be allowed to charter to
them,

It is a good way for them to travel. a ch rap way for them to travel,
and a convenient way. We are ready the minute they are ready to
come home. Maybe they will say, “Well, we want to come home at
12 o’clock midnight,” and maybe they are still having fun at 12 o’clock
midnight and do not get there until 3 in the morning. They are
not late. The airplane is there until the full load is in the airplane,
and then they can go home. They can change their departure or ar-
rival times to suit their own particular needs.

Some question has been raised as to the ticketing authority. My
particular company, when we first began business, and down through
the years, was not particularly interested in the ticketed business.
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We were charter operators. But as the new equipment, the larger
equipment, came into the picture, the more expensive equipment, it
means that you have to keep this equipment utilized to the fullest
extent.

It costs you a lot of money and it costs you a lot of money to kee
it up. If it is setting on the ground, it 1s a dead loss. So I thinE
that some type of route-type ticketing authority should be afforded
the industry.

That is up to you people to decide how much or how little, but you
should afford some. If you do not, I do not think the industry can
survive, especially with the scheduled carriers every year taking more
and more of the military market which, really, is our lifeblood.
Ninety percent of our business comes from the military. When
somebody eats into 90 percent of it, you are in bad shape.

Down through the years we have been called many things. We
have been called the nonscheduled industry, we have been called air-
line transport carriers. The Board, when they issued a new order,
would change our name. We have been called supplemental carriers,
as the present name that is tacked on us. I think the reason for that
is that we have not ever had anything definite. We have never had
a, real, honest to goodness certificate that we could say, “Here we are;
we are an industry. This is our operating certificate.”

I think that is, of course, the most necessary thing that you people
must consider in this thing, to give us something permanent, that we
can sink our teeth into, borrow money on, and operate with.

That is all of my statement.

Mr. Wirniams. You indicated at the outset of your testimony that
you operated one of the smaller carriers.

Mr. Praaan. Yes, sir.

Mr. WitLiams. How many aircraft do you operate in your com-
pany ?

Mr. Pieman. We operate four DC-3’s and four Constellations.

Mr. Wicntams. Eight aireraft?

Mr. Preman. Eight aireraft.

Mr. WirLiams. How many people do you employ ¢

Mr. Preman. We employ about 175.  We have recently moved into
a new maintenance base at Ardmore, Okla., which we have invested
a terrific amount of money in. We maintain all our own aircraft.
We have no outside maintenance except, of course, emergency mainte-
nance in the field.

Mr. WitLiams. Where are most of your ticketing operations? At
what points have they been between ? :

Mr. Pieaan. As far as we are concerned, most of our ticketed
operations have been military on what is known as the 100, 101, 500,
and 501 flights, which we run for the military for inductees. That
has been most of our ticketed operations.

Our other ticketed operations are, for instance, a charter aireraft
gets on the west coast and the military sends you out there on a trip,
we will say, to Monterey or San Diego or some other base out there.
They have nothing to bring you back. Then, through the associa-
tion, through the Independent Airlines Association, who keeps offices
out there, they can sell ticketed passengers and we pick up a load to
getus back to the Midiwest or the East or wherever.
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That is very important, because otherwise we would have to ferry
the aircraft back there empty, without any revenue.

Mr. WirLiams. Has your airline ever been engaged in the operation
of a scheduled ticketed flight between any two points?

Mr. Preman. No,sir.

Mr. Wirriams. When I said scheduled, I meant once every 10 days
or once every 12 days.

Mr. Preman. Other than this military flight that we run for the
military only.

Mr. Wintrams. I am not so much concerned with military.,

Mr. Preman. But it is a ticketed flight. In other words, the mili-
tary in this case does not charter our aircraft. They issue TR’s to
the inductees and they, in turn, give us the TR. If we only have
five passengers, we still have to run, and if we have a full load we
have to run.

The military protects themselves in that manner, that they do not
have to pay but for just what facilities they use of the airplane.

Mr. WiLrams. I have only a couple more questions, Mr. Pigman.

Did you operate in the red or in the black last year?

Mr. Pieman. We broke just about even. When I say “even” 1
mean that I am the only stockholder of the company. I did not take
any salary out of my company last year of any kind, and by so doing
I broke just about even. T think we showed just a small profit.

Mr. Wirriams. How about the history over the past 4 or 5 years?
Has your profit fluctuated?

Mr. Pieman. When the military were using our aircraft before
the scheduled carriers really got into the military charter market,
we made a profit and a fairly reasonable profit. In other words, I
could take a reasonable salary and at the end of the year have a rea-
sonable amount in excess to that.

Mr. Witniams. I believe those are all the questions I had. Thank
You very much, Mr. Pigman.

Mr. Piman. Thank you, sir,

Mr. WiLLiams. Is Mr., George Patterson here?

STATEMENT OF GEORGE S. PATTERSON, GENERAL MANAGER,
PRESIDENT AIRLINES, INC.

Mr. Parrerson. Mr. Chairman, T am George ’atterson, general
manager of President Airlines, Inc., formerly California Eastern
Airways. We have approximately 70 people ‘working in our com-
pany. The greatest bulk are night crews. Our main office js in Los
Angeles. We have sales offices in New York and in Paris,

I would like to break my testimony down to three sections. That
1s common carriage, military work, and charters. Our company is
engaged in all three phases of this business. We do considerable
common carriage work in holiday periods, Christmas, New Year’s,
Thanksgiving, Fourth of July periods, and we could not exist with.
out this income,

Mr. Wirtzams. What do you mean common carriage ?

Mr. Parrerson. Individually ticketed passengers, mainly between
Los Angeles and Chicago, Chicago-New York, and between the west
coast and Honolulu. Our fare between Los Angeles and Chicago is.
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$69, the nonstop service, versus the scheduled fare of approximately
$105, with two or three stops, with piston equipment. The bulk of
the people we haul are first riders, GI's, and people going with low
income, low-income people. I would daresay that if your committee
would send an investigator to La Guardia or Chicago Midway or to
Hawaii and interview 10 loads of passengers, it would break down
something like this: 30 percent military that if they did not fly with
us they would be on the trains or the buses; about 30 percent women
and children going home for the summer months to be with their
family ; and the balance would be a mixture of a man and his wife and
two or three children going home; 70 percent of these people are bus
and train passengers. They have never flown before. They could
never afford to fly before.

Mr. WiLLiams. Do you mean to say that roughly 70 percent of the
people who fly with you have never flown before

1\}1'. Parrerson. They may have flown on another supplemental.
They have never been able to afford to fly on a scheduled airline. You
take the savings between

Mr. WitLiams. Of course, you are guessing at that? Is that an
educated guess oris there a basis for it?

Mr. Parrersox. No, we have run surveys on this. If you take a
man and his wife and a teenager out of school, you can see the man is
saving a month and a half of rent going with a supplemental versus
a scheduled airline, and he just eannot afford to go. Or he sends his
wife and child and he stays home.

Mr. Wittiams. I think the committee would be very much in-
terested in receiving the results of any actual surveys that you might
have made along those lines.

Mr. Parrerson. 1 personally think that this is important enough
that if it is possible, and I don’t know if it is, that the committee
themselves should make a survey on this.

Mr. Wirriams. The committee is limited in its facilities and also
in its time.

Mr. Parrerson. It is very important to us to maintain the common
carriage status, the individual ticketed status, and, frankly, we do
not have enough trip authority. The 10-trip authority was outdated
5 years ago or 4 years ago. We would be satisfied with 15 or 16 trips.
We actually need these trips to survive. I am frankly getting tired
of educating the low-class worker to travel by air and then have the
scheduled carriers take him away from me because I don’t have the
trip authority to pick him up the next time. This is happening. Our
industry has educated more low-income bracket people to fly by air,
and all the scheduled airlines are saying “You are siphoning off our
business.” This is absolutely erroneous, it is not true, and it can be
I)I'l")\'i’ll.

As far as the military business is concerned, we fly a considerable
amount, of CAM movements for the military at under 3 cents a mile.
ATA and scheduled airlines lobby here in Washington, are continually
pounding on Congress, on the people in the Pentagon, to ship these
people via 6-cent travel, and they are very successful and have been
successful. I know everybody in Congress is interested in saving
money, but this is one pﬁlce where the money is really going right
down the drain, on the 6-cent travel.
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On the charter business, particularly overseas, our big complaint
is with the Civil Aeronautics Board and the restrictions they place
upon us. A group of people, a group of Americans or a group of
Polish-Americans, or Israel-Americans, should be able to go out and
charter an airplane to go to their homelands for a month or 2 weeks
vacation in the summertime. Our Government is spending millions
of dollars around the world trying to obtain friends. What could be
more helpful than taking a bunch of Polish-Americans or Israel-
Americans to their homeland to spread the word for a month. But
you can’t do this. There is too much redtape. There is a carrier
sitting here in the room that took a bunch of people last year to a
foreign country, and in the postflight report that the Board makes
you file there was one passenger missing coming back. This was a
terrible thing. Well, the ]]mnr man had such a good time in his home-
land he died. He had a heart attack and died, but the Board criti-
cized it because they didn’t know what happened to him. They
thought it was a phony deal. This is how bad it really is. If the
Congress would help us get the Board regulations relaxed to the point
where we could carry more people over there and not only over there—
our company had a group of 47 ministers turned down last week from
Brussels coming over here. We had an empty airplane ferrying back
from a group we had taken to Paris. We tried to get an exception to
carry back 47 ministers that could only afford to come back with us.
They couldn’t afford a scheduled airline fare or the foreign carrier
fare. We were turned down because we could not adjust our tariff to
meet this demand. If it had been a full airplane load of ministers,
it would have been all right. But 47 did not fit the tariff and we could
not carry these people back. Consequently, they are not coming over
here.

On the charter deal, we had a group at New York University about
2 weeks ago. A little 17-year-old campus girl was organizing this
group. The Civil Aeronautics Board continually hammered away at
us for days and days and days, and at the dean of the university, to
try to get the group bona fide. In the meanwhile, another boy on
the campus organized a 2-D Club, he called it, got people off the
streets from two other universities that we know about, and it was
approved on KLM with no problem at all. Our group was finally
approved and did go, but it was an awful battle. The foreign carriers
are siphoning off an awful lot of the North Atlantic business. The
testimony this morning brought out an interesting point. I believe
they should be entitled to some of the business. I don’t want to dis-
criminate against them. But I think that the Board should be equally
as rigid on the foreign carriers as they are on us.

That isall T have to say, sir.

(Full statement follows :)

PREPARED TESTIMONY OF GEORGE S. PATTERSON, GENERAL MANAGER, PRESIDENT
ArrLINES, INC.

Mr. Chairman, as general manager of President Airlines, Inc., I appreciate
very much the opportunity to present our airline’s views in this proceeding.
I appear today to urge immediate enactment of legislation affording a perma-
nent foundation for the growth of an industry whose value both to the general
public and to the Military Establishment has been clearly found to exist after 9
years of continuous administrative litigation.
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My own background in commercial aviation spans almost a quarter of a cen-
tury beginning with service in the maintenance department of American Airlines
and encompassing tenure in such positions as director of maintenance and
engineering of Alaska Airlines, and superintendent of maintenance of Slick Air-
ways as well as my present position. I have also served in the capacity of
president of the Independent Airlines Association.

My association with President Airlines, Inc., commenced in the summer of
1960 shortly after the carrier was awarded a transfer of the certificate of pub-
lic convenience and necessity for supplemental air service previously held by
California Eastern Aviation. At the present time the carrier employs 70 peo-
ple in its airline operation and has its main base of operations at Lockheed
Air Terminal at Burbank. At the same time we have established facilities at
Chicago, New York, and Paris, France.

Although President Airlines has been performing in supplemental air trans-
portation for less than a year, I believe our activities in that relatively short
period have epitomized the operational flexibility envisoned by the Board in
creating the class of supplemental air carriers,

Thus, we have actively participated in commercial air movements for the De-
fense Establishment. At the same time, we have actively utilized the individual
sale phase of supplemental anthority in the transportation of recruits between
the Northeastern and Midwestern United States and Lackland Air Force Base.
In fact, it was our participation in this latter transportation which enabled
President to survive the traditionally lean winter months.

During the present summer, President envisions performance at rate struc-
tures within reach of the average tourist, of approximately 60 transatlantie
passenger charters for such diverse parties as colleges, teachers associations,
and social and religious groups, as well as emergency charters for the transpor-
fation of refugees from the Communist tyranny. Our present aircraft fleet
consists entirely of modern pressurized DC—6 equipment—and we envision an
ultimate transition to jet equipment,

Mr. Chairman, I believe that the demonstrated flexibility in President’s opera-
tions to date clearly illustrates the wisdom of the Board's original decision
in awarding supplemental certificates and accentuates the urgent publie interest
factors impelling the enactment of permanent legislation. Certainly, based on
the nature and scope of President’s activities since the inception of its opera-
tions, it is manifest that the carrier's very survival is directly contingent upon
final receipt of permanent and stable authority in both the individual sale and
charter phases of supplemental service.

Another factor requiring immediate enactment of permanent legislation lies
in the ever increasing necessity for upgrading of supplemental air carrier equip-
ment. This is absolutely vital if our industry is to remain competitive in such
facets of its designated spheres of activity as transatlantic charters and individ-
ual sale service. Moreover, the Defense Establishment has in recent months
conditioned participation in a substantial portion of its airlift requirements upon
acquisition of modern aireraft. The acquisition of relatively expensive modern
equipment depends, in turn, upon the availability of adequate financing. 1In this
connection it has been our experience all too frequently that the consummation
of satisfactory financial arrangements is virtually impossible under the uncertain
and unstable nature of our present authority. Our company has explored many
possible arrangements including publie stock offerings and bank loans. Cer-
tainly, prospective investors are manifestly unlikely to be attracted toward
a temporary authority shrouded in uncertainty, constantly subject to protracted
legal proceedings. By the same token, banks and lending institutions are
extremely hesitant to offer satisfactory accommodations under such
circumstances.

On behalf of President Airlines, Inec., and all of its personnel, I wish to thank
you once again, Mr. Chairman, for this opportunity to present our views in sup-
port of legislation going to the very survival, not only of our company, but of the
entire supplemental air carrier industry.

Mr. Wirriams. Thank you very much.

Mr. Patterson, have you read any of the bills that are presently be-
fore the committee ?

Mr. Parrerson. Yes, sir.

72536—61——11
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Mr. Winiams. T want to ask you the same question that T asked Mr.
Burwell earlier today. Do you feel that the supplemental carriers
could live with the bill that has been presented by the Board?

Mr. Parrerson. I don’t believe our company could unless the trip
frequency was increased to 15 or 16 trips. If this was done, I believe
we would be satisfied,

Mr. Wintiams. In other words, then, I take it that if the committee
should accept the Board bill, you would just as coon have no bill at all?

Mr. Parrerson. No,sir. I didn't say that. But from an economic
standpoint, and the standpoint of survival, being strong financially as
far as our company is concerned, we need more individual trip au-
thority, and we need a relaxation of the Board’s oversea charter
regulations.

Mr. Witiams. You indicated that you employed some 70 people,
most of them were night crews. How do you handle your
maintenance ?

Mr. Parrerson. Our maintenance is contracted for at the present
time.

Mr. Witriams. How many aireraft do you operate ?

Mr. ParrersoN. At the present time we are operating two oversea
DC-6B’s, and we are acquiring a DC-7C at the present time.

Mr. WiLriams. So you hope to have three aireraft ?

Mr. Parrerson. For this year, yes, sir.

One other thing T might raise one point on, Mr. Chairman, is this:
that the supplemental carriers in the past several years have purchased
approximately 60 long-range aircraft from the scheduled airlines of
this country at a figure of approximately $700,000 per airplane. T
don’t know where the svhw]uﬂod airlines think they are going to get
rid of this equipment if they put us out of business.

Mr. Wiiams. That is a new thought that has not been expressed
here. That would be a problem with the scheduled airlines.

Does that conclude your testimony ?

Mr. Parrerson. Yes, sir.

Mr. Winriams. Thank you very much.

Mr. ParrersoN. Thank you for the time.

Mr. Wirriams. The next witness is Mr. Robert Fraley.

STATEMENT OF ROBERT E. FRALEY, ATTORNEY, ON BEHALF OF
QUAKER CITY AIRWAYS, INC, PAUL MANTZ AIR SERVICES,
INC.

Mr. Fravey. Thank you, Mr. Chairman.

Mr. Chairman, my name is Robert E. Fraley. Iam an attorney and
member of the bar of the State of Oklahoma.

Mr. Wittiams. I notice that your statement is rather lengthy, Mr.
Fraley.

Mr. Fravey. Mr. Chairman, if T am permitted to do so, T would like
to place my prepared statement into the record and touch on it. I
don’t intend to read it verbatim. There are some points I would like
to make.

Mr. Wirrtams, Very well. Your statement will be received for the
record.

(Statement referred to follows:)
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STATEMENT OF RopERT E. FRALEY, ATTORNEY, ON BEHALF oF QUAKER CITy AIi-
WAYS, INc.,, PAUL MANTZ A1rR SERVICES, INC.

My name is Robert E, Fraley, I am an attorney and member of the bar of the
State of Oklahoma, presently residing in Los Angeles, and employed by the law
firm of Keatinge & Older. I represent the interests of Quaker City Airways, Ine.,
and Paul Mantz Air Services, Inc., before this committee,

I do not in this statement intend to elaborate upon the history and background
of each of these carriers for whom I speak. These particulars have been previ-
ously fully set forth before this committee during the hearings which took place
in May of 1960, preceding the passage of Public Law S6-661, T4 Stat. 527.
Neither does it seem an appropriate utilization of time to attempt to auplicate
the development of the historical faets pertaining to the supplemental and large
irregular carrier since the passage of the Civil Aeronauties Act of 1938. These
matters have been or will be fully touched upon by statements and testimony
presented to this honorable commitiee by Mr. Clayton Burwell, president of the
Independent Airlines Assoeciation and the Supplemental Air Carrier Conference,
and others. My purpose here is to present support for amendments to H.R. 7318
which I have proposed and to explain why I believe they are improvements in
the bill submitted by the Civil Aeronautics Board. Preliminary to this discus-
sion, however, it does seem necessary to reemphasize the public interest concern
and the need of continuing service of a type which we propose to perform in the
future.

In its decisions and opinions over the years, the Civil Aeronautics Board
has repeatedly found that the public interest required the establishment of
a class of supplemental air carriers with authority to provide planeload char-
ter flights and limited frequency noncharter service for passengers and cargo
in domestie, intraterritorial (except within Alaska), oversea, and, for cargo
only, foreign air transportation. In addition, the Board's transatlantic charter
policy, now contained in part 295 of the Board's economic regulations, pro-
vides that certain passenger flights in foreign air transportation, on a planeload
charter basis only, may be performed by supplemental carriers if a special
exemption is granted before such trips are flown.

By issnance of order 13436, on January 28, 1959, in docket No. 5132, entitled
“The Large Irregular Air Carrier Investigation,” and a decision accompany-
ing such order, the Board made the following statement on page 1 of its
opinion :

“The Board's 1955 decision herein resolved the issues of the need for and
proper scope of supplemental air transportation. In it the Board found that
the publie interest required the establishment of a class of carriers, atthor-
ized to perform supplemental air transportation, which was defined to include
planeload charter flights, together with such limited noncharter service as
does not amount to a conventional frequent route-type service of the kind
provided by the major airlines who form the backbone of our national air
transportation system. The basis and the precise terms of the Board’'s deci-
sion on the need and scope issues need not be repeated here, for they are
discussed at length in the original 1955 decision, the opinion on reconsidera-
tion, and in our opinion and order, issued contemporaneonsly herewith, reject-
ing a second group of petitions for reconsideration of that decision.”

1t may be significantly noted that the Board recognized the difference in
the type of service that had been provided by the supplementals from the
type of service provided by the major airlines described as conventional fre-
quent route-type service. We will elaborate on this point in a later portion
of this statement.

By the opinion accompanying order No. E-16277, issued by the Civil Aero-
nautics Board on the 17th day of January 1961, in docket 5132, entitled
“Supplemental Opinion and Order,” the Board reaffirmed its previous findings
of need for and the proper scope of supplemental air service as required by
the public interest. Again recognizing the tremendous national contribution
provided to the military by irregular carriers during the Berlin blockade and
the Korean conflict, and subsequently on military charters, the Board declared
as follows:

“We have from their inception considered the irregulars as comprising one
class of carriers who perform a wide variety of services, and who have the
necessary flexibility to switch from one area of operations to another, and
from one or more types of service to others, depending upon where these
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carriers can find the greatest demand which they are in a position to meet.
Thus, * * * not all irregulars have been or are interested in operating indi-
vidually ticketed operations over high-density segments. Others have found
contract and charter work to be more lucrative. Still others prefer interna-
tional operations. But the common denominator and, and indeed, the impor-
tance of this class to the transportation needs of this country is the fact that,
unhampered and unrestricted by schedule and route requirements, they have
the necessary flexibility to make themselves available to serve whenever and
wherever the demand exists.”

On page 19 of this same decision, the Board summarized its position on
need for this service as follows ;

“Our present decision to certificate supplemental service in foreign, oversea,
and intraterritorial air transportation, is the logical and necessary implementa-
tion of the Board's several prior decisions in this proceeding. Those decisions,
with the detailed findings set forth therein and the discussions of the parties’
contentions, establish that supplemental air service of the scope heretofore de-
fined is required by the public interest, convenience, and necessity, and that the
arriers being certificated are qualified to perform it. These findings are not
confined to the domestic aspect of supplemental service but apply as well in the
oversea, international, and intraterritorial areas. These latter spheres, where
surface transportation is comparatively slower in relation to air than it is
domestically, are at least as subject to fluctuations of need as is domestic air
transportation. That such flunctuations may be sudden, large scale and of a
character that is significant to national poliey is illustrated by the Korean and
Berlin airlifts. Supplemental carriers, untied to route service obligations, can
bring the necessary flexibility required promptly to fulfill such needs, and the
public benefits involved cannot be measured by the volume of traffic normally
moved, without considering the vital importance of availability of service in
time of need. Other demonstrated benefits of supplemental operations, includ-
ing the innovation of new and useful types of service, the provision of special
services for unusual kinds of traffic, and the development of services which tend
to promote and preserve low-cost transportation for the publie, have been re-
ferred to in previous decisions and will not again be described.”

As will be recalled by this committe, the attacks which the large trunkline air
carriers have made on the Board's orders have resulted in two court decisions,
one, entitled American Airlines v. Civil Aeronautics Board, 235 F. 2d 845
(July 19, 1956), the other, United Airlines v. Civil Aeronautics Board, 278 F. 24d.
446 (April 7, 1960). 1In neither of these decisions did the courts determine the
Board's error to be in its findings of need and public interest for this service.
Present and past criticism have all been directed to the scope of the authori-
zation provided rather than the need for such service. At the risk of belabor-
ing the point, the House Committee on Interstate and Foreign Commerce on
June 15, 1960, in its Report No. 1877, to accompany H.R. 7593, at page 10 thereof,
stated as follows :

“The Board has found that the supplemental air earriers have performed a
useful public service and have a definite place and role in meeting this Nation's
air transportation needs. These carriers as a class have performed valuable
services responsive to a public need in the field of charter and specialized serv-
ices; in meeting needs for individually ticketed services in peak periods
which could not be met by the certificated carriers: in innovating and develop-
ing aircoach services: and in meeting military needs for airlift. There can be
no doubt that the continued existence of the irregular air carrier fleet is of real
value in terms of national defense, and it is evident that the future ability of
the irregular air carriers to serve the military, as they are doing now and have
done so ably in the past, depends upon their ability to operate their planes in
commercial activities when not engaged in service for the milita ry.”

Three points stand out in the last quoted paragraph : (1) That supplemental
carriers have performed valuable services responsive to a continuing publie
need; (2) that the continued existence of these carriers is of real value in terms
of national defense in their ability to serve the military; and (3) that their
very existence to perform these most needed srevices depends upon their ability
to operate their planes in commercial activities when not engaged in service
for the military.

The Senate Committee on Interstate and Foreign Commerce, on June 13,
1960, in its Report No. 1567, to accompany 8. 1543, at page 5 thereof, stated as
follows :
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“The issue of the need for and the proper scope of supplemental air trans-
portation, as we have noted, was the subject of painstaking and protracted
investigation and study by the Board over a period of many years. The Board’s
interim decision in 1955 resolved that issue (Order No. E-9744, Nov. 15, 1955) on
a finding that the public interest requires the establishment of a class of car-
riers authorized to perform supplemental air transportation of a kind and
character which does not amount to a conventional, frequent, route-type serv-
ice as provided by the major airlines. During committee hearings, the eriticism
leveled at the present measure, as submitted by the Board, was not directed to
the issue of need for such transportation but rather to its scope with the sug-
gestion that the supplementals be authorized to operate on a charter basis
only. There is no demonstrated justification which would warrant our rejec-
tion of the considered conclusion of the Board which certainly cannot be said
to be the product of hasty judgment.

“Your committee is satisfied that supplemental air ecarriers constitute a
significant and valuable part of the Nation's air transportation system. They
have not requested or received any governmental subsidy and under existing
law or the amendment here proposed, these carriers are not eligible for such
assistance. They have pioneered in the development of aircoach travel, have
stimulated the growth of air freight or all-cargo carriage, widened the range
of commercial air-charter business and aided our military departments in
transporting personnel and supplies. In the Berlin airlift in 1948 and the
Korean airlift in 1950, these carriers supplied a substantial part of vital airlift
capacity. Together with our regular-route carriers, they constitute an invalu-
able asset for emergency defense requirements,”

If the supplemental air carrier class is to perform the useful and necessary
services which have been assigned to it, it is an academic fact and a problem
of high school economiecs that financial stability in some measure or another
must be assured. In this regard we do not refer to Federal subsidy support,
but rather to a definite, determinable, and permanent authorization to operate
from the Congress by the passage of this legislation. At no time in their long
period of history antedating the Civil Aeronautics Act of 1938 have the non-
scheduled carriers had any type of definite, definable or permanent-type au-
thority. This uncertainty has made investment capital difficult, and at times
impossible, to come by. Legitimate banks and institutional investors have
been loath to add this additional risk factor to what has been generally recog-
nized as a speculative investment (see decision of the Civil Aeronautics Board
in Docket 808 entitled “General Passenger Fare Investigation,” decided Nov. 25,
1960, in the opinion as attached to Order E-16068) with a result that money
necessary to sustain current operations, provide additional and new modern
type equipment suitable for the military needs, and promotional activities to
develop new traffic, have been drawn from other sources at extremely high
rates of interest, It is believed that the passage of the legislation we are
supporting here will eliminate this risk factor and attract the needed capital.
The passage of this legislation we believe will recognize that through their
operations over the years, the supplemental earriers may be considered to have
developed certain equities in the general field of nonroute, large aircraft serv-
ices, and thus to have a historic interest in such business which should not
be ignored. (P. 20 of the Board's opinion accompanying Order No. E-1627T7,
dated Jan. 17, 1961.)

Rather than repeat here the entire draft of H.R. 7318, as amended by our
proposals, I will read our proposed amendments, discussing each in turn. May
I direct your attention to numbered paragraph 33, of HLR. 7318 which is the
third paragraph on the first page. Our amendment would make the paragraph
read as follows :

“Supplemental air transportation means air transportation rendered pur-
suant to a certificate of public convenience and necessity which authorizes the
holder to perform (1) unlimited charter operations on a planeload basis for
the carriage of passengers and property in interstate, oversea, territorial, and
foreign air transportation, with the word ‘charter’ herein being defined as air
transportation performed pursuant to an agreement for the use of the entire
capacity of an aireraft, * * *.»

The emphasis here is on the word “authorizes” in lien of words of limitation.
This substitution provides the type of permanent authority of a measurable
degree which is absolutely necessary to the finanecial stability and economie
well-being of this class of ecarriers. The word “authorizes” affixes a right at
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the direction of the Congress which may not in subsequent months or years be
tampered with by well meaning, but perhaps sometimes misguided, persons in
the regulatory agency. As will be seen in the discussion to follow, this would
also provide a fixed amount of operating authority which would stand inviolate
until such time as Congress desired to change it on the basis of changing
circumstances.

The next portion of our amendment which we propose as a substitute for
section 1 of H.R. 7318 reads as follows :

“(2) Individually ticketed passengers or individually waybilled eargo opera-
tions in the frequency of not more than 20 flights per month in the same direc-
tion between any single pair of points, in interstate, oversea, and territorial
air transportation, including a further limitation of not more than 2 flights per
day in the same direction between any single pair of points in interstate, over-
sea, and territorial air transportation, and (3) supplemental air carriers shall
have the right of first refusal in the operation of all charter trips in interstate,
oversea, and foreign air transportation. The Board shall implement this sec-
tion by appropriate regulation.”

At first glance this would appear to be a request for twice the amount of
service presently authorized. As a practical matter, this would not be the case
at all. Examination of flight reports on file with the Civil Aeronautics Board
will show that a major portion of supplemental passenger traflic moves on the
weekends ; that is, between major points such as Los Angeles and New York,
most of the traffic between these points would be moving on Fridays and Sun-
days. The existence of heavy weekend traffic is not peculiar to the supple-
mental carrier indusiry. Anyone who has attempted recently to travel on a
weekend or holiday knows of the difficulty in securing a coach reservation
within a week of departure time. This is particularly true of long distance
or transcontinental flights between major cities. If, indeed, our service is to be
supplemental in nature, here is an area that needs support. The public needs
this additional transportation made available to it. This portion of the amend-
ment envisions that a carrier might schedule two flights in each direction on
Friday between two major transcontinental points with returning trips of two
flights in each direction on Sunday night each weekend. This would aggregate
a total of at least 16 of the total 20 authorized flights in each direction, and
during some calendar periods with an additional weekend falling within the
month’s period, the entire 20 flichts would be utilized on weekend traffic. The
further limitation in this paragraph of restricting schedules to a maximum
of two flights per day in each direction will meet the objections made that a
yearly allocation of flights would cause a blanketing of schedules in the more
luerative market areas.

If two flights per day in each direction are scheduled between any two points,
it can easily be seen that the maximum number of flights flown during any
30-day period would cover only a 10-day scheduling period. The effect would be
little difference than the provision of an extra section to a flight under the
present authority.

The third alteration we have made falls into section 3 of H.R. 7318 on page 5.
Reading this section, our proposed amendment would place a “period” toward the
end of the first sentence after the word “practicable” and eliminate the words
“and may designate only the geographical area or areas within which service
may be rendered.” Express authority to delimit geographic areas of operation
in our judgment would create a completely impractical situation and if earried
out to one possible, logical conelusion, wonld amount to nothing more than the
establishment of route segments for supplemental carriers. This is entirely
contrary fo congressional and Board concept of supplemental carrier utiliza-
tion and operation, the major point being to maintain the flexibility and avail-
ability of supplemental service to meet the needs wherever they may arise. The
difficult and time-consuming process of route awards to new areas or areas
which need additional service is a fact which presently plagues the best admin-
istrative legal minds in the country today. During this period of process by the
Board’s overworked and understaffed bureaus, any city or community should be
able to request supplemental air carrier service, without the restriction that this
language would place upon the availability of such service. In any event, the
last sentence of section 3 affords all of the protection the large carriers need,
if any be needed at all, from the diversionary effects of supplemental air service.
This portion reads as follows :
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‘¢« * * Nothing in this subsection shall prevent the Board in specifying the
:service to be rendered under a certificate for supplemental air transportation
for placing such limitations on such certificate as it may find to be necessary
to assure that the services are limited to supplemental air transportation: Pro-
vided, That the Board may not impose such limitations upon certificates issued
pursuant to paragraphs (1) and (2) of subsection (d).”

It is believed that this language was similar to that suggested by the Air
Transport Association during last year's hearings.

At every occasion when the irregular carriers or supplemental carriers have
sought some definite or even temporary authority, the hue and cry has been
made that these operations would have a devastatingly diversionary effect on
the revenues of the certificated route carriers. This “bogey man’ should no
longer be permitted to be dragged out and paraded before these committees
unless fully sustained by an evidentiary record. In the previously cited opinion
of the Board accompanying order No. E-16277, the Board pointed out on page 5
of such opinion that the interim operafing experience of the supplemental
carriers as cited in the petitions of complainants (which attacked the issuance
of certificates on this ground) not only failed to undercut the rationale of the
1955 decision, but actually confirmed the Board’s earlier judgment when it
rejected intervenors’ emphatic and repeated assertions that the scope of the
authority prescribed for supplemental carriers would have a devastating, diver-
sionary effect on the revenues of the certificated route network. The Board
noted that the interim experience showed such fears were, as the Board had
anticipated, wholly unfounded. On page 6 of such opinion, the Board said
that :

“Despite general assertions by intervenors that supplemental air service is
or may be diversionary, the practical economic effect which the present decision
will have in changing the current air transportation picture is very limited.
and no significant impact on existing route services is involved in any area.”
Further in its opinion, the Board noted that the supplementals will continne
in their proper function of meeting special and fluctuating traffic demands of
the types referred to in the Board's previous decisions, demands which the large
trunk carriers, whose operations and facilities are geared to the needs and
obligations of serving their routes, cannot readily or economically serve.

The major reason that no diversion will occur, regardless of the number of
flights authorized to be performed by supplementals, is the simple fact that the
supplementals are not in competition for the same market of business as that of
the regularly scheduled carriers. Most of the passengers traveling aboard sup-
plemental carriers simply cannot afford to pay the higher fares charged by the
regular scheduled airlines. These are the same people who may normally be
found in our bus stations, soldiers on leave, families moving to a new geographie
area, relatives traveling to funerals, and people of modest means who find
it an absolute necessity to use air transportation to reach long-distant points
in a short time. This middle-class and lower-middle-class type of person is just
as entitled to air transportation as those of more fortunate means which the
large regular carriers seem to prefer. A comparison of the fares of the sup-
plementals and the certificated carriers will bear out this point. Approximately
2% years ago, the lowest coach fare of a regularly certificated carrier operating
between Los Angeles and New York was $98.50, plus tax. The fare of the sup-
plemental carriers operating between the same points was $80 plus tax. At
the present time, the regularly certificated carriers cha rge §131 for the cheapest
tourist accommodation, while the supplemental carrier's fare is still $80. Thus,
we can see that the larger carriers, instead of attempting to serve this market
area, are moving farther and farther away from it. It is our considered opin-
ion that they do not desire to serve this market, that they never have, and
never will provide the service to these people which is so badly and presently
needed.

In the hearings of last year, a great deal was said by the opponents of the
legislation about violations. Arguments were there made, as they have been
made in the past before the Board, that the tendency to commit violations
of the act and economic regulations and the alleged violative nature of the
supplemental operators made them unfit as holders of certificated authority.
Until recently, and since August of 1957, I filled the office of chief of the legal
division of the Bureau of Enforcement at the Civil Aeronautics Board. As the
Board’s former chief enforcement attorney, I believe I can speak with some
authority on the numbers and types of violations prevalent in the industry. If




164 LIMITED AIR CARRIER CERTIFICATES

Iy memory serves me correctly, and the publie records of the Board may be
examined to determine the accuracy thereof, that during the last 18 months when
approximately 40 formal enforcement cases have been processed before the Civil
Aeronautics Board, only a small handful of such cases involved supplemental
carriers. Examination of that record will show that almost eévery major air-
line in this country was a respondent at least one time during that period.

A matter of recent oceurrence deserves final comment. I refer to the out-
rageous, unfair, and possibly illegal treatment that the supplemental carriers
received in the latest award of MATS commercial angmentation airlift contracts.
The conclusions that I am setting forth herein were drawn from a conference
held on June 9, 1961, at Washington, D.C., in the office of the Honorable Howard
W. Cannon, U.S. Senator from Nevada.

This conference was attended by representatives of severa] supplemental air
carriers and officials of the MATS procurement office of the U.S. Air Force.
Mr, Edward Driscoll, spokesman for the MATS group, disclosed that the suc-
cessful bidders under the current RFP will be the only companies considered
eligible to bid on future allocations and all potential additional requirements of
a call-type nature during the next 3-year period. Through the device of g selec-
tion criterion described as “expansion ecapability,” a restrictive monopoly has
been established by a governmental department, which excludes the entry and
participation of all other qualified air carriers for future business of this type.
The announced policies which cover the next d-year period have, in effect, sup-
planted the CRAF requirements for type equipment eligibility by collateral
means of defining priorities in the alloeation of these awards. As this committee
well knows, supplemental air carriers have been major participants in the CRAF
program. The inability to compete for this business is, in effect, a withdrawal
of the major incentive to maintain availability of aireraft to the CRAF pro-
gram. The detriment to the CRAF program can obviously be seen. Without
belaboring the committee with further details of our objections in this area, we
note that the House Military Operations Subcommittee conducted a review on
Monday, June 19, of the MATS commercial airlift policies.

Our reason for discussing it at all at this time is to merely demonsirate our
need for additional individually ticketed and individually waybilled authority
of a permanent, fixed nature. This is the second year in a row the supplemen-
tal carriers, at great expense to themselves, have had to come into the Nation’s
Capital and defend their right and entitlement to participate in the MATS con-
tract awards. While the matter was corrected last year, and we hope at least
the same result will be achieved this year at the conclusion of the House hear-
ings, we think the handwriting is clearly on the wall that we will ultimately,
by some legalistic means, be finally closed out of this military business. The
only ray of sunshine in this dismal picture is the turndown by the Civil Aero-
nautics Board, on June 15, of the Logair and Quicktrans proposals of a number
of the awards in question. While one of these awards was to a supplemental
carrier, it was deemed by the Board to be uneconomiecal, which in fact it was,
following the private negotiations of the price downward and unconscionably
below that which the carrier had proposed.

We wish to make it clear to this committee that we do not oppose the Board’s
bill as such, nor do we oppose the amendments submitted or offered by the Inde-
pendent Airlines Association and the Supplemental Air Carrier Conference.
Our proposed amendments will correct, in some measure, the inequities con-
tained in the other bill and amendments and will meet most, if not all, of the
valid objections proposed by those who desire no legislation at all for this carrier
class.

I wish to thank the committee for making this time available to Paul Mantz
Air Services and Quaker City.

AMENDMENT TO H.R, 7318

Strike out section 1 after the enacting clause and insert the following:

“That section 101 of the Federal Aviation Act of August 23, 1958, as amended,
is amended by redesignating paragraphs (32) and (33) as (34) and (35) re-
spectively, and inserting therein two new paragraphs to read as follows :

“4(32) “Supplemental air carrier” means an air carrier holding a certificate
of public convenience and necessity authorizing it to engage in supplemental
air transportation.

“*(33) “Supplemental air transportation” means air transportation ren-
dered pursuant to a certificate of publi¢ convenience and necessity which au-
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thorizes the holder to perform (1) unlimited charter operations on a plane-
load basis for the carriage of passengers and property in interstate, oversea,
territorial, and foreign air transportation, with the word “charter” herein being
defined as air transportation performed pursuant to an agreement for the use
of the entire eapacity of an aircraft, (2) individually ticketed passenger or
individually waybilled cargo operations in the frequency of not more than
twenty flights per month in the same direction between any single pair of
points in interstate, oversea, and territorial air transportation, including a fur-
ther limitation of not more than two flights per day in the same direction be-
tween any single pair of points in interstate, oversea, and territorial air trans-
portation, and (3) supplemental air carriers shall have the right of first re-
fusal in the operation of all charter trips in interstate, oversea, and foreign air
transportation. The Board shall implement this section by appropriate regu-
lation.'”

Strike out of line 8 and line 9 of section 3 the words: “and may designate
only the geographic area or areas within which service may be rendered,”
80 that amended section 3 should read as follows:

“Ske. 3. Subsection (e) of section 401 of the Federal Aviation Act is amended
by adding the following text: ‘A certificate issued under this section to engage
in supplemental air transportation shall designate the terminal and inter-
mediate points only insofar as the Board shall deem practicable. Nothing in
this subsection shall prevent the Board im specifying the service to be rendered
under a certificate for supplemental air transportation from placing such limi-
tations on such certificates as it may find to be necessary to assure that the
services are limited to supplemental air transportation: Provided, That the
Board may not impose such limitations upon certificates issued pursuant to
paragraphs (1) and (2) of subsection (d).'"”

Mr. Fravey. I would like to state further that I am employed pres-
ently by the law firm of Keatinge & Older, and I represent. the interest
of Quaker City Airways, Inc., and Paul Mantz Air Services, Inc.,
before this committee. Both of these carriers are currently in oper-
ation with Cons!.ella.tl(m—t.yf)e aircraft. They are flying and operat-
ing primarily in the individual ticketed passenger area.

Mr. Chairman, as I said, I didn’t intend to follow my statement.
I would like to remind the committee that there has been considera-
ble testimony, unrebutted testimony, tonching upon the fact of need
for supplemental service. This need has been described by the Board
in 1955 and 1959 as a need for individually ticketed business, mili-
tary business, and special services in the nature of charter. This
committee, or perhaps I should say the parent committee of the
House Interstate and Foreign Commerce Committee, last year, in
connection with the temporary legislation, found that there was a
need for this service and a place for the supplemental air carriers in
the national industry picture,

As T said, the Board, again, in Jannary of this year, 1961, found
again in rejecting complaints of diversion and lack of need, found
again that there was a need for this service.

It might be well to again remind the committee that the two Court
decisions which were brought about by the attacks of the large regular
carriers on the supplemental industry, one entitled American Airlines
v. Civil Aeronautics Board (235 F. 2d 845), and the other United Air-
lines v. Civil Aeronautics Board (278 F. 2d 446), that in neither of
these decisions did the courts determine the Board’s error to be in its
findings of need and public interest for this service.

We believe, Mr. Chairman, that if the supplemental air carriers
class is to perform the useful and necessary services that have been
assigned fo it, that it is an academie fact and a problem of high school
economics that financial stability in some measure or other must be




166 LIMITED AIR CARRIER CERTIFICATES

assured. In this regard, we do not refer to Federal subsidy, but rather
to a definite, determinable, permanent type of authorization to oper-
ate from the Congress by the passage of this legislation. Since the be-
ginning of existence, since the regular or supplemental carriers, and
certainly since the passage of the Civil Aeronautics Act of 1938, we
have had no type of permanent authority. We have had not one
night’s rest, Mr. Chairman, of knowledge that tomorrow we would be
in business. As stated by previous witnesses, this uncertainty has
made investment capital difficult, if not impossible at times, to come by.
Legitimate banks and institutional investigators have been loath to add
this additional risk factor to what has been generally recognized as a
speculative investment.

The result is, Mr. Chairman, that money necessary to sustain our
current operations, to provide additional and new, modern type of
equipment suitable for the military needs, and the promotional activi-
ties to develop new traffic, have been drawn from other sources at ex-
tremely high rates of interest. The passage of this legislation, we
believe, will eliminate this risk®factor and attract the capital that
we need. It will also recognize that through their operations over the
years, the supplemental carriers may be considered to have developed
certain equities in the general field of nonroute and large aircraft
services and thus to have a historic interest in such business which
should not be ignored.

Rather than repeat here the entire draft of H.R. 7318 as amended
by our 5)1‘0]_105:113 here, I will read our proposed amendments and dis-
cuss each one 1n furn.

If I could direct your attention to numbered paragraph 33 of that

bill, which is the third paragraph on the first page, our amendment
would make the paragraph read as follows

Mr. Wirtzams. Which bill is that ?

Mr. Fravey. 7318. It is on page 10 of my statement, Mr. Chair-
man.

Supplemental air transportation means air transportation rendered pursuant
to a certificate of public convenience and necessity which authorized the holder
to perform: (1) Unlimited charter operations on a planeload basis for the car-
riage of passengers and property in interstate, oversea, territorial, and foreign
air transportation, with the word “charter” herein being defined as air trans-
portation performed pursuant to an agreement to use of the entire capacity of

an aireraft,

Here the emphasis is on the word “authorizes” in lien of words of
limitation. T might say here that the so-called Moulder bill, H.R.
7512, T believe it is, in our judgment has a similar defect in that it
includes the word “limited™ to a certain number.

Mr. Witriams. As I understand it, this whole controversy grew out
of a question of whether or not the Civil Aeronautics Board had a
right to issue limited certificates. As I understand it, the very purpose
of this legislation before us is to authorize them to issue limited
certificates.

Mr. Frarey. Yes. Obviously, sir, there is going to be a need for
some reasonable k

Mr. Wintiams. But you want to throw the charter field wide open
and make it unlimited ?

Mr. Frawey. No, sir.  What I am referring to here is to the indi-
vidual ticketed field, primarily.
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Mr. Wirtiams. Did you want to make that unlimited ?

Mr. Frarey. No. 1 recognize the need for a reasonable ceiling,
but what we need now, sir, is a floor, not a ceiling. The floor that we
have now is 10 ﬂlghh If at the very least, by this legislation, that
floor could be established, and we think that is entirely inadequate,
this would be something of a permanent nature that you could go to
a banking house and say “We have this much authority. How much
money will you let us have to buy new equipment?” That is our
point.

If the Board receives its appropriation for this $50,000 and im-
mediately enters into this investigation, from my experience, as an
old CAB man, it convineces me that it would be 2 or 3 years at least,
and then with a court battle on top of that, before we would have the
lBu.ud-a best judgment as to what our final author ity, let’s say, would
he

By that time, the situation would probably have changed again, and
we would be under attack either over here or over there. The *-_-ub-
stitution of the word “authorizes™ and I think it is important, would
give us this permanent type of authority of a pleasurable degree
that we could 11\0 with.

The next portion of our amendment, Mr. Chairman, which we pro-
yose as a substitute for section 1 of H.R. 7318, reads as follows: “(2)
ndividually ticketed passengers or individually billed cargo opera-

tions in the frequency of not more than twenty flights per month in
the same direction between any single pair of points, in interstate,
oversea, and territorial air transportation, including a further limita-
tion of not more than two flights per day in the same direction between

any single pair of points in interstate, oversea, and territorial air
1:&115pn1|¢11011, and (3) Supplemental air carriers shall have the
right of first refusal in the operation of all charter trips in interstate,
oversea, and foreign air Il.ll:apm((ltlun The Board shall implement
this sec l ion by appr op:mte regulation.’

I might say at this point, Mr. Chairman, before you ask me, the
first refusal—when we drafted this section, our concepts of first re-
fusal would not apply to charters by the regular carriers over their
own routes. This is the concept that we had on it. It would apply to
off-route charters only.

It might appear at this juncture that we are asking for twice the
amount, of authority that we previously have had and now have, but
it isn’t that way at all, sir. The examination of the flight 10;)(;1[& on
file with the Civil Aeronautics Board will show that the major portion
of supplemental air traflic moves, and this is between your long-dis-
tance transcontinental points, on the weekends. That is, most of them
depart on Fridays with return trips coming back on Sundays. This
heavy weekend traffic is not peculiar to our industry. If you have
.1tu-mp1wl. or anyone has attempted, to secure a coach flight or a
tourist flight from Los Angeles to New York or going the other w ay,
you have probably found as I have in this last 2 months that you

can’t get a reservation within 1 week from departure time. It just
can’t be done.

We think that this additional authorization will fill this public
need for the lower priced transportation.

This portion of the amendment envisions that a carrier might
schedule two flights in each direction on Friday between two major
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transcontinental points, with returning trips of two flights in each
direction on Sunday night each weekend. This would nggregate a
total of at least 16 of the total of 20 authorized flights in each direc-
tion and during some calendar periods with an additional weekend
falling within the month’s period, the entire 20 flights would be util-
ized on weekend traffic. Tllu_-. further limitation in this paragraph of
restricting schedules to a maximum of two flights per day in each
direction will meet any objections made that a yearly allocation of
flights would cause a blanketing of schedules in the more lucrative
market area. If two flights per day in each direction are scheduled
between any two points, it can easily be seen that the maximum
number of flights flown during any 30-day period would cover only
a 10-day scheduling period. The effect would be little different than
the provision of an extra section to a flight under the present authority.
And there is some question—I think the Board has not yet clearly
determined on this point—that we may be legally permitted to operate
an extra section under our present authority.

In other words, flight 376 from Los Angeles to New York might
run one airplane out at 8:15 and another at 8:30, and that would
constitute one flight. T have seen no definitive statement or opinion
of the Board that “flight” means single plane service.

If I could ask the chairman to keep in mind that the need for this
transportation has already been affixed and determined, I would refer
you to some figures from a Civil Aeronautics Board office of carrier
accounts and statistics quarterly report of air carrier financial statis-
tics. The date of the report is September 1960, but it covers a sum-
mary of profit and loss for supplemental air carriers of all services
for the 12 months ended June 30, 1960, and the 12 months ended June
30, 1959. The totals for 1960, and I refer now only to passenger,
which is individually ticketed service, was $20,457,000. For the pre-
ceding fiscal period 1959, it was $19,253,000. This is in revenue dol-
lars. This {'.llmn. does not. permit a breakdown of the civilian and
military into domestic and international, but it does necessarily show
that these figures I have just quoted are individually ticketed revenues
in domestic only. This is so, Mr. Chairman, because the supple-
mental carriers or large irregular carriers have never at any time had
authority to perform oversea or foreign services—well, oversea or for-
eign individually ticketed services. So the figures herein under “pas-
senger” must necessarily refer to domestic, individually ticketed
services.

There are approximately—1I checked this due to a discussion that
came up this morning, and I believe yesterday, as to the number of
carriers engaged in this individually ticketed area approximately
18 of the carriers in this field. Ten of them derive most of their rey-
enues from individually ticketed operations. The other eight per-
haps form one trip a week. Of the 10 that I mentioned that are
mainly in this area, the 3 carriers that have been referred to o much
as those subject to the recent Supreme Court decision, were the major
operators during these periods that I am quoting figures for. The
gross revenue dollars from individually ticketed passengers for the
so-called Great Lakes group, including Great Lakes Airlines, Curry
Air Transport and Trans-Alaskan Airlines, for 1960, was $9,415,000;
for 1959, the gross dollar revenue was $8,113,000. Comparing that
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with the totals, Mr. Chairman, it is obvious that the departure of
these carriers from this individually ticketed field is going to leave
a considerable gap. Almost half of the business has been performed
by these carriers. We believe that 20 trips, to give us almost twice
what we have now, to give us twice what we have now, is necessary
to continue to provide the supplemental service in individually tick-
eted operations that we have now.

I would like to say that I concur with the remarks made by Mr.
Patterson. From my own observations, I think it is too bad that
the committee’s procedures do not permit the taking of a view that
you might find in a personal damage suit, where the jury could be
carried out to the scene and actually observe what went on. I have
personally observed these people. They are bus passengers. You
will find them there with their little carboard suitcases, with many
children. Frankly, these are people who, as he stated, could not af-
ford to ride the regular carriers.

If the committee will bear with me for a short time longer, I
would like to demonstrate a point or two as to why there is such a
difference.

Comparing some of the fares of the supplementals and the certi-
ficated carriers, approximately 214 years ago, the lowest coach fare
of a regularly scheduled certificated carrier opérating between Los
Angeles and New York was $98.50 plus tax. The fares of the sup-
plemental carriers operating between the same points was $80 plus tax.
At the present time, the regularly certificated carriers, and these are
jets, charge—and here I would like to make a correction in my state-
ment which I show as $131, and its actually, T am told, supposed to
be $138, for a coach accommodation. The supplemental carriers fare
is still $80. You may say “Well, that is jet travel, but, in actuality,
Mr. Chairman, there is no other type of travel available to the public
today, long distance, over transcontinental routes, than jet travel. I
travel that way, and you do, too. I prefer it. When I come here,
I ride on American Airlines. But there are people who can’t afford
1t.

Another comparison: Los Angeles to Honolulu, one supplemental
has a one-way fare of $75; United and Pan American, on the other
hand, have a one-way fare of $133. There is a difference there of $116
round trip. This is substantial. I believe as Mr. Burwell mentioned,
there is a flight, and to be sure that T am not caught up short, there
is a flight from Los Angeles to New York, a piston-driven flight,
operated by TWA, where the fare is $105 plus tax. This is the one
that he mentioned that. took approximately 19 hours flying time. The
supplementals which run nonstop flights run about 8 or 814 hours, or
onestop. That is at $88 plus tax, compared to $105.

Taking up now our third alteration that we would ask the com-
mittee to make of the Board’s bill, HLR. 7318, that amendment falls
into section 3, on page 5. Reading this section, our proposed amend-
ment. would place a period toward the end of the first sentence after
the word “practicable”™ and eliminate the words “and may designate
only the geographical area or areas within which service may be
rendered.” In our judgment, the express authority to delimit geo-
graphic areas of operation would create a completely impractical situ-
ation. This, we believe, is entirely contrary to congressional and
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Board con('{-ﬁxt of supplemental carrier utilization and operations, the
major point being to maintain our flexibility and availability to serve
needed points.

As the chairman is well aware, I am sure, of the difficult and time-
consuming nature of route-type awards, we think that any city or
community which is hard pressed for service should be free and
readily available to come to some supplemental carrier and ask for
air service. A geographic limitation might, and probably would,
eliminate that opportunity.

I will make one brief comment, if I may, sir, on this possible argu-
ment of diversion, which may be made, which has not been made yet,
and it has never been established on any body of evidentiary record.
Taking the New York to Miami or the Philadelphia-Miami route that
was the subject of discussion this morning, Kastern, National and
Northeast Airlines run nonstop piston and turboprop equipment be-
tween those points for $73.50 round trip. Most of the nonscheds
operating out of New York, for example, run one-stop to Miami at
$70, with older equipment. On the way over here from lunch, I
rode by National Airlines’ window and saw a sign advertising a new
fare of $66.80. Mr. Chairman, I think you will agree that anyone
that can ride on those major airlines is not going to ride on a supple-
mental because they have better equipment and better schedules.

As a final remark, Mr. Chairman, I would like to comment in this
area about violations. The testimony last year was filled with it, and
I assume it will be raised again, about the tendency of these operators
to violate the act and the economic regulations.

If you will pardon a personal reference, until recently, and since
August of 1957, I filled the Office of Chief of the Legal Division of
the Bureau of Enforcement at the Civil Aeronautics Board. As the
Board’s former chief enforcement attorney, I think I can speak
with some authority on the numbers and types of violations prevalent
in the industry.

If my memory is correet, and the record of the Board may be pro-
duced to sustain it, the public records, during the last 18 months, ap-
proximately 40 formal enforcement cases were processed before the
Civil Aeronautics Board. Only a very small handful of such cases
involved supplemental carriers.

On the other hand, an examination of that record will show that
almost every major airline in this country was a respondent at least
one time during that period. One major carrier “came up to bat”
three times,

I would like to call the chairman’s attention to the MATS problem,
which I will not go into as it is in my statement. As you know, the
committee is investigating it this week. We would like to have been
present to have heard what they said but we felt this was much more
vital to our continued existence.

We do feel that that business is slowly but surely being taken away
from us, and this we think is further need for this. If we are going
to have any availability to the Government in a eraft program or in
times of a national emergency, we are going to have to have some more
individually ticketed authority.

I thank the committee for making the time available to us. I will
be glad to answer any questions,
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Mr. Wittiams. Thank you very much, Mr. Fraley. Mr. Fraley,
what two points, terminal points, do these two airlines chiefly operate
into and out of

Mr. Fravey. They are primarily DLEIJting from San Francisco to
Chicago, San Francisco-New York, Los Angeles-Chicago, Los
Angeles-Detroit, Los Angeles-New Y mL Los Angeles-Dallas-Miami,
New York-Miami, P ]u]m&I’elphm Miami, in that general pattern.

Mr. Wittiams. You say that this is pnman]y a ticketed service?

Mr. Fravey. Yes,sir.

Mr. WitLiams. This airline depends primarily on that. Does it
depend altogether on that?

Mr. Fravey. At the present time I would say not altogether. They
are doing some charter business, or they are planning some charter
business through the association exchange.

Mr. Winntams. What percentage w ould be ticketed and what per-

centage would be charter on these twoairlines?

Mr. Fratey. I would believe that 90 percent or 95 percent would be
individually ticketed under the present plans of operation.

Mr. WiLLtams. You are suggesting that you be given a 20-trip au-
thority between any two given points?

Mr. Fravey. Yes, sir.

Mr. Wirtiams. As a practical matter, how do you operate these
ﬂtghlb’ For instance, you have service between Los Angeles or, let’s
say, San Francisco aml Chicago, just to take those two points.

Jo you advertise in the papers that you are operating service be-
tween San Francisco and Chicago, Mondays, Wednesdays, and Fri-
days, for example?

Mr. Fravey. Generally that is right, sir, although you cannot ad-
vertise more than your 10 trips. You can only hold out a maximum
of 10 trips.

Mr. WitLiams. Let’ssay Mondays and Fridays.

Mr. FraLey. Yes, that is generally the case.

Mr. WiLLiams. What is your load factor?

Mr. Fratey. Frankly, sir, on a weekend flight and on Thursday,
where we have ‘Lctuall) the excursion fare of $80 between New York
and Los Angeles running Monday through Friday, but since most
people pmfet* to ride as close to the weekend as they can,
apparently

Mr. Wirtiam. What is your average load on these flights?

Mr. Frarey. I do not have it percentagewise, but t]m} go out full
almost every time. It isa very full load factor.

Mr. WiLriams. What assurance would I, as a ticket purchaser, have
that that plane is going to take off on schedule and take me from Los
Angeles to Chicago, even though I may be the only person that bought
a ticket on the plane?

Mr. Fravey. Well, I think practical economics would indicate that
you would be pmch.\-ued a ticket on another airline at the least incon-
venience to you, under your example.

Mr. Winniams, Let's say I buy a ticket on Quaker or Mantz Air
Services. I contract with Mantz Air Service to carry me there in a
Mantz aircraft. What assurance do I have that I am going to be
taken from Los Angeles to Chicago on the date specified on the ticket,
on the contract, on schedule ?
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Mr. Frarey. If this carrier has published a schedule, made it avail-
able, in the Airline Guide or in any other publication media, you have
the same protection that any other passenger who purchases a ticket
on American Airlines does.

In other words, if the flight is not. performed, and this is a recurring
matter, or if it recurs to the knowledge of the Civil Aeronautics
Board, it constitutes, and has constituted in the past, a violation under
section 411.

Mr. Wintiams. That still does not answer my question. Let’s as-
sume that I get out to the airport and there are only a handful of
passengers out there. Let’s say that no passengers show up, and you
have advertised the flight. Do you go through with the flight ?

Mr. Frarey. I would say if we have a return load coming back, or
if there are passengers, let’s say, in New York going to Miami, the
flight would proceed ; yes. We have to reposition airplanes to handle
advance bookings. These bookings take place a month in advance
sometimes.

Mr. Witriams. All right, you have said that you want a 20-trip
authority. What two points would justify that 20-trip authority?

Mr. Fravrey. I think New York-Chicago.

Mr. Wirtiams. Let’s take those two points. You have asked for
permission to fly 20 trips back and forth between New York and
Chicago.

Mr. Fravey. Right.

Mr. WitLiams. Are you also asking that you be required to fly 20
trips between New York and Chicago?

Mr. Fravey. No,sir; I am not.

Mr. Wirtiams. In other words, you are asking for something that
the regular airlines do not have?

Mr. Fravey. I do not believe I understand your question.

Mr. WiLiams. The regular, scheduled air carriers have to fly that
route whether they have 1 person in the plane or 20, do they not ?

Mr. Frarey. Yes.

Mr. Witciams. What you are asking is permission to make at least
20 flights, and not be compelled to make those flights unless you, your-
self, decide that it is a profitable venture.

Mr. Frarey. Well, I wouldn’t want to answer a categorical question,
but I would say certainly that the economics of the situation would
dictate that if you found that on Mondays, Wednesdays, and Thurs-
days you were not getting enough passengers to make a trip profitable,
and you could position the airplane in some other way, you would
not make that flight, and within a reasonable time or within the time
that you could do it, you would alter your schedule.

What I am saying is that experience has convinced me, at least, that
most of the travel, where there is a need, where there is an overflow
of business, it is for weekend flights in this low-cost market area.
The other carriers, I think, are missing the biggest bonanza in their
lives by not taking their old equipment, talking about American,

Castern, and what have you, and instead of selling it off, I think they
could operate these so-called economy flichts and have all of this
business. But they are not doing it. They are geared in the other
direction. They are going more deluxe and more first-class every-
day. Thismarket isjust not being served. .
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Mr. Wintiams. The bone of contention in this controversy seems
to be the ticketed service.

Mr. Fravey. Yes,sir: I think thatis the case.

Mr. Wirrtams. While I recognize the matter of charter service as
constituting somewhat of a problem, of course, I do not regard that
as being too much of a hurdle for this committee to overcome.

What degree of responsibility do you think should be exercised by
these carriers with respect to these ticketed schedules? Are you
bound by a schedule of any kind other than by the advertisements
that you made and the contracts you made with the individuals?

Mr. Fravey. No, sir; we are not. There is no requirement to file
these with the Board.

Mr. Wirriams. The CAB does not require you, for instance, to go
through with what you have advertised that you are going to do?

Mr. Frarey. Well, no one can compel any carrier to fly or actually
perform under its contract. That would fall into a civil lawsnuit.
I might say in an aside here that in the last 2 or 3 years, as a mem-
ber of the Enforcement Bureau, the question of economic cancella-
tion, that is what we called it, word of art, has been a matter of con-
siderable study. This would be economic cancellation by the certifi-
cated carriers.

My personal opinion, and I will not bind anybody presently there,
is that this is a Ila[ﬁo._ misleading, and deceptive practice, to hold out

the schedule and availability of a flight, and then eancel out for a
spurious reason, such as mechanical or weather or something like that,
and not perform that flight. That is my personal opinion on it and
I think ultimately that may be realized in some Board decision some-

where down the line,

Mr. Winriams. What I am trying to figure out is this: If you are
going to get this weekend trade—which, it has been suggested, is the
cream of the week

Mr. Fravey. That is the suggestion.

Mr. Wineiams. And you realize that it is, of course, between two
Fnints where there is quite a bit of traflic, you do not land at Hush

*uppy, Miss., for instance——

Mr. Frarey. No, sir.

Mr. WitLiams (continuing). But you land in New York and Chi-
cago, but you would not land in between. If you are going to get that
kind of service, then don’t you think that some responsibility should
go with 1t?

Mr. Fravey. Yes, sir; I do. T think it is no excuse to say that be-
cause the certificated carriers are presently doing it and have done it,
canceling out flights because they have no payload—that is no excuse
to me, as far as I am concerned.

Everyone should be required to perform. It is a binding contract.
As a lawyer, you recognize that it is, but the idea of having to sue
some carrier who is incorporated three States over is just impractical
and impossible. I think there should be some regulation or control
over performance under schedules. '

Mr, Winrnrams. When a supplemental carrier advertises that it is
going to fly between Chicago and New York at a certain hour on a
certain date, and then for reasons other than mechanical or unfore-
seeable circumstance—something beyond their own control—they can-

72536—61——12
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cel that flight, willfully, then do you feel that the CAB should have
some means of imposing some kind of civil penalty on this airline for
having so violated its contract with the public?

Mr. Fravey. Yes; I do. First, let me say as a former CAB man,
we tried for 10 years to get civil penalties as effective remedies. But
I think that the Board now has tfle power, still has such authority as
it is, enforcement authority, to bring an action against that carrier to
cease and desist such operation in the future. It has not done so
against any carrier up to now.

Mr. Winzrams., Mr. Devine?

Mr. Devine. Just to supplement what the chairman has said, I
have had personal experience with a certificated airline that starts at
O’Hare and goes to Dayton, to Columbus to Washington then to New
York. I have taken the Columbus to Washington leg on DC-T equip-
ment with as few as four passengers which, of course, economically
is deeply in the red. Yet they are required to perform on that flight.
I think that is an example of what the chairman is speaking of in
their requirement.

Mr. Fravey. They are morally required, Mr. Devine, but they are
not legally obligated to, under the law.

Mr. Winrrams. No; but the point he is making is that the scheduled
carrier is legally and morally obligated to carry those passengers,
whereas, you es ',al)e the legal responsibility.

Mr. Frarey. The pointqis we are both legally and morally obligated

to do so, but there has been no enforcement to date against the large
carriers doing it. There has been no enforcement against the supple-
mental carriers for doing it.

Mr. Wittiams. At what point does a supplemental carrier become
a scheduled carrier?

Mr. Faruey. He becomes a scheduled carrier when he advertises
and holds out though public media that he has a schedule, that he flies
on Monday and Friday. Then he is a scheduled carrier. He is not a
regulraly certificated carrier.

Mr. Wittiams. When he makes that a scheduled operation, why
shouldn’t he be subject to the same rules and regulations that a regu-
larly scheduled carrier is subject to?

Mr. Frarey. I think that is reasonable.

Mr. Wirtiams. In other words, if you advertise that you are operat-
ing flights between New York and Chicago on Mondays and Thurs-
days and Saturdays, then why shouldn’t you be stuck with that?

Mr. Fracey. I think you should.

Mr. Winrrams. Whether you have one passenger or a plane load of
passengers ?

Mr. Frarey. I think you should.

: Mg. WirLiams. Is there anything in this legislation that would do
that?

Mr. Frarey. No, sir; nowhere in the legislation. None of the pro-
posed bills would place that requirement, as I see it, upon the supple-
mental industry.

Mr. Witriams. Then you advocate that in the writing of this legis-
lation, the committee must certainly amend the legislation so as to
place that responsibility on these carriers who are, in actuality, oper-
ating as scheduled carriers?
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Mr. Frarey. No, sir; I think it can be handled by Board regulation
as the requirements are for the certificated carriers, other certificated
carriers, to do what you say. In other words, regulations cover that.

We would like to be teated the same as the certificated carriers in
thisarea. We are willing to live up to what they have to do.

Mr. Winurams. You are willing to go before the Board and get a
certificate of public convenience and necessity to operate between two
points?

Mr. Frarey. No, sir: I am afraid not.

Mr. Wirniams. You say you want the same treatment. That is
what they have to do.

Mr. Frarey. Insofar as the responsibilities of operation are con-
cerned, and as far as sanctions are concerned, that may be imposed on
our operation.

Mr. Wicniams. I am sure you can understand the problem that this
committee is up against in that respect.

Mr. Fravey. Yes, sir; I sure do.

Mr. Wictiams. Thank you very much.

The next witness is Mr. Jesse Stallings.

STATEMENT OF JESSE STALLINGS, INDEPENDENT AIRLINES
ASSOCIATION

Mr. Starrines. I want to thank you for the privilege of appear-
ing here today. I regret that I do not have a prepared statement.

My name is Jesse Stallings. I am president and principal stock-
holder of Capital Airways, of Nashville, Tenn. Capital is probably
the largest of the so-called supplemental carriers. We employ today
approximately 650 people and operate over 50 aircraft, primarily in
worldwide charters and military contract operations,

We also perform contracts for various other Government agencies,
such as NASA, and we operate some airplanes under a bailment
situation for the Army.

I will try to be as brief as possible, and possibly will speak in
generalities.

- To qualify my statements, I think I should give you something of
my background in aviation. I have been a pilot for over 32 years.
I came up through the barnstorming days of aviation. I wasa sched-
uled airline pilot with one of the major carriers for approximately
14 years. Another pilot and I started Capital Airways immediately
following World War II, in 1946, with one light training airplane,
and it has grown to a relatively large company today. We have done
this without benefit of subsidy, and purely on a competitive market.

We think that a great savings to the taxpayer has occurred in the
fact that we have flown military freight for the Air Force at rates
as low as 9 cents per ton mile, and also, of course, have transported
military passengers overseas at round trip for as low as $170 between
New York and Europe.

Today, one of our principal sources of revenue is North Atlantic
charters which, of course, as you know, is very seasonal. This busi-
ness we feel has a very definite potential if some of the redtape and
stringent regulations could be modified.
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For instance, to process one charter application, our legal fees
alone run approximately $150. Some of the details involved in secur-
ing one of these exemptions actually borders on the ridiculous. Last
year we were flying a temperance group out of Chicago to Europe.
One of the carriers who was certificated across the route protested this
exemption on the basis that they had seen a member of this group
n a bar taking a drink, so I think that is carrying it rather to an
extreme.

1 will not belie the issues

Mr, WirLiams, Did the CAB entertain that protest ?

Mr. Sravuines. No, sir; it did not. It was rejected. But still,
the protest was made and it required us to write letters and get the
people of this group to write letters. Then it cost the taxpayers some
money in that someone at the Board had to process this silly thing.

I believe that many of these regulations, which I think the Board
has under consideration at present, could be modified or abandoned
completely, and that it would afford air transportation to many
groups today who could not afford to fly by other means of transpor-
tation.

We have engaged in some individually ticketed passenger business.
We at one time operated between New York and Miami. We have
operated Chicago-Miami. We operated that for approximately a
year. At present we are not operating any scheduled flights on indi-
vidually ticketed basis.

As I think has been previously testified—unfortunately T was not
here yesterday and did not get here until late today % think the
question of the MATS awards has arisen during this period. This,

to our comﬂany, is a very serious blow due to the fact that in the past,

while we have had an open rate or competitive rate, competitive
bidding, we have had a certain advantage in that our indirect costs
are lower than a larger airline’s would be, which was the only com-
petitive advantage, of course, that we had.

Now, with this floor placed under the rates, what you are speaking
of, in essence, is a system of allocation, and that has destroyed our
competitive advantage as far as military business is concerned. We
suffered severe loss in some of our contracts for the coming fiscal 1962,

As to my position here, and reason for appearing before your com-
mittee, I would like to state that I feel that these supplemental car-
riers are a very definite national asset, particularly, as you know, we
have a deficiency in national airlift, which has been well publicized.

When you say a deficiency in national airlift, in essence what you
are speaking of is a mobilization base. I think that all of these car-
riers have expansion capability, and for that reason do increase that
mobilization L;we. Of course, the greater the number of carriers the
greater your mobilization base.

That is based on airplanes in being. When you say mobilization
base, you are talking about everything that it takes to make an air-
plane run as well as the airplanes. It does take all of the groundwork
to go with it to fly airplanes.

For that reason, I feel that it would certainly be in the interest of
our country if some type of permanent operating authority could be
granted to these carriers.

Thank you, sir.
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Mr. Winriams. Thank you, Mr. Stallings. Did I understand that
you are not operating any ticketed service now #

Mr. Starvines. Mr. Chairman, we do. Frankly, we fly both the
Atlantic and the Pacific, in both oceans. Frequently in getting air-
planes from one coast to the other we do individually ticketed busi-
ness. This is really necessary to the type of operation we conduct
due to the fact that most charters are sold 2 to 3 months in advance.

Mr. Wintrams. What is the bulk of your operation—charter?

Mr. Starrings. Yes, sir; that and military contract flying is the
bulk of our operation. We fly, as I said, worldwide charters. Ap-
proximately 78 percent of our gross revenue is derived from military
contract flying.

Last year we grossed in the neighborhood, through all of our activi-
ties, in the many phases of aviation, approximately $15 million.

Mr. Wipiams. Approximately what percent of that would be in
the ticketed operations?

Mr. Srarrines. I could not give you an accurate figure. I could
obtain that.

Mr. Wrrrams. Would it be negligible?

Mr, Starrives. Yes, sir; it would be negligible.

Mr. Devize. Did you say you represent Capital Airways?

Mr. Stavrings. Yes, sir.

Mr. DeviNe. You are dealing in freight as well as passengers?

Mr. StanuiNes. Yes, sir: we do. We fly one contract for the Air
Force called “Log-Air” which is an Air Force scheduled freight air-
line. It connects the various military bases, particularly SAC and
Air Materiel Command. We have been flying on this operation
for approximately

Mr. Devine. What type of equipment do you fly ?

Mr. Srarrines. We are flying C-46’s. We have 42 C—46's on this
Log-Air system.

Mr. DeviNe. You said yonr gross for last year was approximately
$15 million? '

Mr. Starrings. Yes, sir.

Mr. Deving. Can you give us an idea of approximately what your
net was?

Mr. Strartives. Well, actually, we showed a slight operating loss
for last year.

Mr. Devine. A slight loss?

Mr. Starrines. Yes, sir,

Myr. Devine. T believe that is all.

Mr. Winniams. Thank you very much.

Mr. Starrines. Thank you.

Mr. Wrrrams. The next witness will be Mr. Ralph Cox.

STATEMENT OF RALPH COX, JR., PRESIDENT, UNITED STATES
OVERSEAS AIRLINES, INC.

Mr. Cox. Mr. Chairman, thank you for this opportunity.

I have a written statement I would like to submit.

Mr. WirLiams. The committee would be very glad to receive it.
Without objection, it will be included in the record at this point.
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(Mr. Cox’s prepared statement follows:)

STATEMENT OF RALPH Cox, JR., PRESIDENT, UNITED STATES OVERSEAS AIRLINES,
INoO.

On behalf of United States Overseas Airlines, Inc., and myself as president, I
wish to express appreciation to the members of this commitiee for the oppor-
tunity to be heard in full support of H.R. 7318. To emphasize the importance
attaching to this hearing, USOA and all other supplemental air carriers can
assure you that over a period of some 15 years, our segment of the air transport
system has not enjoyed 1 single day of operating authority which was not subject
to the chaotic uncertainties of court appeal and complicated phases of a mam-
moth proceeding before our regulatory agency.

That USOA and other members of this ¢lass have survived and prospered in
the performance of true supplemental service, despite legal and economic attri-
tion and lack of certification, bespeaks the soundness of the Civil Aeronautics
Board’s decisgion in 1959 and proves our public need.

I believe that my background and the circumstances leading to my entrance
into the field of supplemental air transportation are fairly typieal of others in
our industry. In faect, as the Board has found, the supplemental industry was
born of a public need following cessation of hostilities of World War 1L It
was during the period of awakening that air transportation had its start insofar
as the average traveler was concerned.

Thus, with the advent of aircoach travel, inaugurated by the supplementals,
4 new era in air transportation began. USOA was one of those early beginners
which stepped in to fill a public and military need.

My background in aviation dates from 1939 when I entered the U.8. N avy as
an aviation eadet. TFollowing my discharge from the Navy, T served with Ameri-
can Export Airlines, Inc., as navigator, second officer, and first officer and with
American Overseas Airlines, Ine., in the capacity of captain. In January 1946
I entered the field of irregular, now supplemental air transportation with the
purchase of one-half interest in the lease of a C-47 transport aireraft.

That same year I purchased a C-54 aireraft from the War Assets Administra-
tion which I had converted to passenger confizuration. It was in November
1946 that I conducted my first independent flight from New York to Arabia under
charter to the Arabian-American 0il Co.

Ixpansion of operations continued over the ensuing years during the course of
which we took on additional equipment and established a complete maintenance
base at Wildwood, N.J. My company was initially known as Ocean Air Trade-
ways. United States Overseas Airlines, Inc., was incorporated in 1950.

Since that time, although our operations have remained based in Wildwood,
N.I,, USOA has conducted its operations all over the world. Since its incep-
tion, I have continually served USOA in responsible executive positions, first as
president, then as executive vice president, and, since August of 1959, again in
the capacity of president. During this time the carrier has experienced a steady
rate of growth.

United States Overseas Airlines, Ine., currently employs more than 500 people,
including management, flight personnel, maintenance erews, field operating per-
sonnel, and airport and city ticket sales people. Our fleet of DO-6 and DC—4
aircraft spans the globe in the performance of charter and individually ticketed
air transportation in both military augmentation and commercial operations.
We have ticket offices and airport facilities at such major points as New York,
Chicago, Detroit, Miami, Dallas, Los Angeles, San Francisco, Honoluln, Guam,
and Okinawa.

Our airline was one of the first to answer the call during the historie Berlin
erisis and responded with equal effectiveness in the Korean conflict. This record
of service in the national defense has continued up to and including the present
time and has encompassed active participation in the Arctic DEW Line project,
the Navy Quicktrans cargo operation and MATS flights throughout the entire
world. Within the past 9 months USOA's MATS operations have taken its crews
and aireraft to such diverse locations as England, France, and Germany in the
Atlantic and Hawaii, Guam, Japan, and the Philippines in the Pacific.

United States Overseas Airlines is a member of the civil reserve air fleet and
has committed its equipment to the Government for use in time of a national
emergency.

Up to this time, USOA has expended thousands of dollars in the legal pursuit
of a permanent form of operating authority to issue from the Oivil Aeronautics
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Board. At this point, we can only reiterate our extreme dismay at the 1960
decision of the U.S. court of appeals, rendering virtually useless our 8-year effort
and reducing, in effect, our operating authority to its hectic and chaotic posture
of the 1940’'s. We were gratified that Congress in June of 1960 recognized our
plight through the enactment of legislation preserving our status quo until
March of 1962. We are truly appreciative of your present interest in seeking
ways and means in this busy session of permanently alleviating our plight.

Mr. Chairman, I want to emphasize that the flexibility of our present varied
operations is the only possible means through which our fleet may be maintained
and expanded to supplement the demands of the general public and accommodate
the needs of the military; therefore, we must make full use of our diversified
10-trip authority and charter rights in order to maintain our economic stability
and growth,

We must make full use of such avenues of revenue as military and civilian
charter flights, which have included such recent examples as the transportation
of 407 U.S. Air Force Academy third- and fourth-year cadets at one time from
Colorado Springs to New York; the members (over 300) of the senior officers’
class of the Armed Forces Staff College from Norfolk, Va., to Cherry Point,
N.C.; Hungarian refugees to havens all over the world during the Communist
purge of Hungary: and a party of students from Nationalist China destined
to our Nation’s principal institutions of higher learning. Then in Oetober of
1960, we felt especially honored when our services were requested for perform-
ance of a 1-day tour covering the entire State of Florida in transportation of
that State’s highest officials and of the principal advisors to Vice President
Johnson. More recently, USOA has performed numerous commercial charters
for well-known domestic business firms and is enrrently engaged in the perform-
ance of a steady flow of tours to our new State of Hawaii at rates readily avail-
able to the general public.

USOA, together with other supplementals provided in excess of 20 percent of
the total passenger transportation to Hawaii in 1959—all at rates attractive to
the average traveler and geared to generate and stimulate air travel. Then in
1960 USOA continued its active participation in the burgeoning Hawaiian mar-
ket and expanded its transpacific individnal service operations to include a
regular weekly service across the Pacific to Okinawa. USOA’s record in trans-
pacific individual sale service has been such as to merit specific recognition and
commendation by the Civil Aeronautics Board. Thus, in the recent Trans
Pacific Route case, Docket 7723 et al, in which USOA was an active applicant,
the Board lauded our company with the following findings:

“In 1958, USOA operated a total of 851,000 plane-miles in the transpacific area,
280,767 being in individually ticketed flights between the mainland and Hawaii.
It carried 7,557 passengers in 1958 between the mainland and Honolulu with an
average load factor of (4.5 percent although it did not begin this operation until
June of that year. The carrier achieved even greater success in its operations
in 1959, performing 267 individually ticketed flights in the market and carrying
19,379 passengers with an average load factor of 71.6 percent. During the first
two quarters of 1960, USOA attracted 9,806 mainland-Hawaii passengers and
expanded its transpacific operations to include a regular weekly service between
‘r}l;e”\:'ust coast and Okinawa via Honolulu, Wake Island, and Guam.” Pages

USOA remains a significant factor in the transpacific basin and is the third
leading U.S. carrier both in the California-Hawaii and U.S.-Orient markets.
In faect, USOA is the only airline offering direct scheduled service between
Okinawa and such major traffic points as California, Honolulu, and Guam. By
connections at Okinawa USOA’s low-cost services are made available to many
travelers to and from such major oriental points as Free China, Hong Kong, Thai-
land, Japan and Korea. Among those utilizing USOA's transpacific service have
been Miss [Universe contestants from points throughout the Far East and a
party of Boy Scouts from Free China.

During the imminent summer season USOA and other supplementals will
carry numerous commercial charter trips to Europe and foreign points. These
charters will comprise student and study groups, choral societies, general busi-
ness clubs, and a wide variety of qualified groups which otherwise could not
afford such a trip.

USOA for 3 years has been the holder of the U.S. Navy quicktrans contract
which involves the nationwide carriage of Navy priority eargo by air.

Our convertible aireraft which are used on our limited passenger route serv-
ice are such that expandable eargo space is utilized on nearly every trip with
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fill-in shipments produced through our business relationships with the Nation's
domestic and international airfreight forwarders. Thus, by this method our
pressurized aircraft operations combine passenger and cargo movements—and
all possible through full exploitation of our versatile authorization,

Mr. Chairman, our airline fulfills a public need. This is manifest from our
actual operating statistics. Thus, our captains have aceumulated a total flying
time considerably in excess of 390,000 hours in diversified operations throughout
the entire world. During the year 1959 our total miles flown amounted to
6,795,640, Our revenue-passenger-miles were 206,000,350 out of a total in excess
of 286 million available seat-miles. Throughout the same period we transported
170,719 passengers, both civilian and military, to points all over the world.

Mr. Chairman, a supplemental airline is unigue in that it is a component of
the only commercial ready reserve air fleet in this country. These carriers are
in the air day and night—week in and week out—month in and month out—
Year in and year out. There are over 100 aircrafi in our industry, including
DC-3, DCH4, DC-6, DC-7, C-46, 1049 Constellation, and Boeing 377's. These
aireraft are manned by highly qualified pilots and crews—not restricted to
fixed- or routine-type operations.

May I, at this point, present to the committee, a typical example of the ex-
perience and qualifications of the average supplemental aircraft pilot in
command,

He flew in World War II and the Korean hostilities as an air transport or
Naval Air Transport Service pilot. This duty took him to all parts of the world
and conditioned him to extremes in exercising his expert pilot capabilities. He
is presently a commissioned Reserve officer. He has current pilot certification
of the highest order, recognized and authorized by the FAA and CAB. He is a
qualified line check pilot and transition instructor. He is more often than not,
a combination pilot, navigator, engineer, and dispatcher.

In these pliant capacities he exercises his unigue training proficiently where
facilities might not be adequate or aireraft maintenance and navigational aids
might be lacking. He is capable and employs his capability in the day-to-day
transportation of eargo, ranging from shipments of live monkeys to highly tech-
nical assimilation and transport of vaccine such as hoof-and-mouth disease serum
to distraught cattle areas over the world,

His range of passenger service finds him employing his flexible talents to
assignments varying from a coordinated movement of the U.8. War College
classes to the provision of some 90 percent collectively of the total required
airlift for the summer reserve training programs for all the armed services.

He participated in such emergency situations as the Berlin and Korean air-
lifts—and was responsible, in large part, for the lift requirements necessary to
the construction of the Western Hemisphere DEW line in the Artic. He has
the versatile ability to operate into and out of areas and airports—remote and
unfamiliar. This versatility, Mr. Chairman, was again illnstrated by the fact
that the supplemental air carrier captains and crews were in the forefront of the
heroic evacnation of refugees from the chaotic terror which only last summer
engulfed the new African Republic of the Congo.

In other words, a supplemental air carrier pilot in command, based upon his
flexible capabilities, can successfully and efficiently fly from any area or airport
1o any other area or airport, withont further instructions except the carrier’s
original order to proceed from place to place. He needs only gas, oil, and a
capable aireraft.

United States Overseas Airlines desires to confinue its part in the progressive
development of this vital segment of the Nation’s air transport system. But to
do so requires nnequivocal license for the full range of authority found by the
Civil Aeronautics Board to be in the public interest,

Freed from the day-to-day harassment and the economic attrition of the
longest administrative proceeding in the annals of law, our indust ry, with as-
surances, can foresee new vistas to be pioneered in this still infant field of
commereial air transportation.

Wherefore, we ask your earnest consideration and favorable action on H.IL.
7318 and amendments.

Mr. Cox. Thavea few remarks I would like to present.

Mr. Wirriams. First, would you identify yourself for the record?

Mr. Cox. My name is Ralph Cox, Jr. I founded, and I am the
president of, United States Overseas Airlines. We have been oper-
ating for just about 15 years.
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I would like to point out some observations relative to this allega-
tion that we are “taking so much cream, skimming the eream,” and we
are diverting so much traflic from the scheduled carriers.

I think it is quite insignificant when your records show that about
99.78 percent. of the scheduled traffic is held by the scheduled carriers.
In other words, we have about twenty-two one-hundredths of 1 per-
cent. That is really better than Ivory soap, as far as the purity goes,
as to their market.

Secondly, I think that we are on the bottom. We cannot very well
“skim the cream.” When I say the bottom—even airports. For in-
stance, at La Guardia Airport we have to go to the old Marine Termi-
nal Building. It is practically a warehouse in its state of disrepair
at the present time. We are not in a position, in other words, at La
Guardia and many of these other large airports, to even come in con-
tact with the flow of traflic.

We are, in effect, a mile or two away on the other side of the field
where people do not even know about us. It is quite a difficult job,
in fact, to get our passengers there by taxi. They get to the wrong
terminal. We have a backroom in this terminal which is virtually
empty. We cannot have a counter in the front. It is a very dif-
ficult job for the public to even find us. There is a large empty room.
It has been empty for almost 10 years now. Pan Am used to have
it at La Guardia, at their main offices departure terminal. We un-
successfully attempted to get that room for 4 years now.

In San Diego we cannot even get a counter in the terminal, in spite
of the fact that three or four car rental agencies do have counterspace.
The Federal law says that an air carrier should get preference on this
sort of thing. We have not gone to court to try to get this counter-
space, but 1 simply point it out as an indication of the harassment
and the pressure and discrimination that we have suffered.

As far as the 10-trip authority, which is the big bone of conten-
tion, that is a ratio that was derived about 10 years ago, and it was
intended to be a yardstick catalytic effect. In other words, the pub-
lic need, according to the Board’s findings, after about 8 years, was
that we constituted a catalytic effect and were a convenient yardstick
for the publie, the public good.

In the past 10 years, the scheduled carriers have tripled their speed,
doubled their loads, doubled their scheduled services. We still have
our 10 trips. Their ratio grows and grows and our competitive,
catalytic effect gets smaller and smaller. Actually, if you had a
taxpayers’ lobby here, I would think they would be asking that we
increase our schedules just to maintain an even ratio of competition
to furnish this yardstick public need.

Originally, we did have the right to fly scheduled flights to Europe.
Back in 1947 our carrier flew to Europe on a scheduled basis. Grad-
ually things happened to us. We were not adept at protecting our
rights. One thing happened to us in that we were denied foreign air
transportation really without any hearing on it. This happened
back in 1947,

We were small and young and divided. We could not defend our-
selves. So we were blocked right out of that market. Gradually,
then, this 10-trip thing came about. I just want to point out that
it is an insignificant portion of the traffic that we take, but it is a great
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and valuable contribution to the general economy and to the public,
itself, in constituting this governing effect, this catalytic effect.

On this 10-trip thing, if we are going to render the service and be
a public need, with 10 trips a month, our costs are three or four times
greater. In other words, we have to hire people by the month, not
for two or three times a month. We have to pay rent for the whole
month, and have offices and phones. So our cost of procurement can
be five or six times as great as if we did fly more frequently.

Therefore, it costs us a great amount to render this service. We
have to have income to live. Either we are justified in being in exist-
ence or not. Up until now, our military and commerecial in our com-
pany have been about equal, military traffic and commerecial; that is,
ticketed passengers. This charter that they have talked about, com-
mercial charter, I do not think amounts to 5 percent of anybody’s
income.

If you want to consider MATS business as charters, then it is a
different figure. But commercial traffic, from our experience, has to
be ticketed. It is, in effect, that I might not want to make a speech
today, but 1 want the right to do it, I want freedom of speech. It is
the same with this.

If we do not have freedom to come in and sell tickets, we do not
render a public service. We might just as well be relegated out. be-
cause we cannot render the service apart from the military reserve air-
lift. that we render to the public unless we render it on a ticketed
basis.

Mr. Witriawms. T hate to interrupt you, but the bells have rung for
another rolleall and the committee will have to recess. I hate to in-
terrupt you right in the middle of your testimony, but we will come
back as soon as we can after we have answered this call. We will
try to get as far as we can this afternoon.

Mr. Cox. Thank you very much.

Mr. WiLriams. The committee will recess for approximately 15 or
20 minutes.

(A short recess was taken.)

Mr, WiLriams, The subcommittee will be in order.

Y ou may continue, Mr. Cox.

Mr. Cox. Thank you, sir.

The Civil Aeronautics Board found that we were pioneers in air-
coach and that we were creators of new innovations and that we had
this good yardstick effect. That is why I feel that we must be kept for
the public good.

We have to haye enough authority to live with. As an example of
in the future, I feel that a great vacuum is being formed as the rail-
roads cut back on their passenger service. I, for one, would say that
we could fly those economy railroad coach passengers for half of the
scheduled airline fares,

At the present time, our company is flying from Miami to New
York, Detroit-Chicago, southern California, San Francisco, Hono-
lulu, Wake, Guam, and Okinawa. In fact, we are the only carrier
flying between Okinawa and Guam. There isn’t even any airmail
service.

We are not allowed to carry that, however, and between Okinawa
and Honolulu we are the only direct service. We do not divert traffic.
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As a matter of fact, we create traffic, and a lot of our hard-won pas-
sengers eventually graduate to the scheduled air carriers. If we are
diverting so much smee 1955 when we were authorized to fly 10 trips
a month on a scheduled basis, so far no ATA member has complained
through a Board proceeding that we are hurting them. As a matter
of fact, in that proceeding, the Board said if we flew 15 percent or
more of the traffic between two points it would be almost prima facie
evidence that they were not supplying the service, and that the Board
would probably initiate a proceeding.

Consequently, we feel that this diversion is just a big—it is the big
lie technique against us. We are not diverting any substantial traflie,
not, 0.22 percent.

The other thing I would like to mention is that the 10-trip business
was originally set up as a ratio, and since that 10-year period the
scheduled airlines have increased their seats moving, the speed of the
seats, the numbers, greatly. I do not have exact figures, but it is sev-
eral times. TIf that is the case, if we were a public need, to compete 10
times a month in those days, the scheduled carriers need a lot more
competition now just to stay even, and in the meantime, about 75 per-
cent. of our carriers have dropped out of the picture completely.

Ten years ago there were over 100. Today they are really 10 or 15
actively in this competitive position. Consequently, as far as the
public need is concerned, we are just decreasing and diminishing so
fast that T am surprised, really, that there is not some move to urge
us to give more competition in this field.

On the MATS business, there is another example. We live, as T
said, by about half of common carriage and half of MATS, military
business. This company has had the quick-trans Navy cargo service
for the last few years. I am told now that we have lost it because we
were not the low bidder. Right after that the Board said that—I
think it was Slick Airlines that won the bid—said they were too low
and they said they would have to raise their bid.

We are the low bidder now, since the Board said they would have
to raise their price. So we have lost that contract. Therefore, to be
around next year, if we are going to bid on it, we have to have this
commercial market to fall back on, or at least to live on. We have
about 400 people, up to 500, occasionally, working for us.

Our main base is Wildwood, N.J. That is a depressed area. We
are actually the largest single employer in Cape May County. We
have this maintenance base with over 150 people working there. Tt
is a great national asset in case of emergency. If there were trouble
tomorrow, we could operate 15, 20, or 30 airplanes out of there with-
out any great stran.

'l'}ml. in itself, is a great national asset, compared with, well,
MATS, for instance, is basing their criteria to award contracts today
on the numbers of airplanes. Well, a broker can get a dozen num-
bers of airplanes. So if we do not have some commercial activity
to fall back on, and we do not have it unless we get protection from
this bill, we just will not be here for any need.

I do not think we can argue any more. The Board took 8 years.
They said we were all these assets, yardstick, national defense, et
cetera. We are now at the point where we have to—well, we will
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not be here, and that is a fact, for very much longer, unless we have
clear-cut authority.

I heard some other witness mention about would we be obligated
to fly the trips. 1 would say yes. In our experience for the last
4 years in common carriage, we have flown trips with as few as six
passengers. I was on a trip recently to Honolulu. We only had six
passengers. But we have to fly the trips because the public will not
support us if we do not,

[ we start canceling trips, your name is mud with the public from
then on. T do not think there is any criticism of our obligation to
stand up to these schedules. If we have the schedules, we will fly
them. As a matter of fact, that is our problem. We do not have
enough authority to fly schedules.

I think that, sir, just about winds up my observations on this for
what it is worth to you.

Mr. Wiriams. Thank you very much, Mr. Cox.

How large an operation is yours? How many aircraft do you have?

Mr. Cox. We are operating 18 four-engine airplanes. Six are the
DC-6 pressurized type and 12 are the DC—4 type. We have roughly
between 400 and 500 employees. The route mileage from Miami to
Okinawa is about 11,000 miles. That is not counting the quick-trans
mileage, which is coast to coast and Boston to Alameda, via about 17
intermediate stops.

Mr. WiLriams. On your ticketed operations, what is your average
load factor?

Mr. Cox. The average load factor? We had a presentation on the
Hawaiian case recently and it was around 71 percent. Coast to coast
it varies from 50 to 70 percent.

Mr. Wirriams. In other words, are your planes on the average from
50 to 70 percent fully loaded ?

Mr. Cox. On the year-round basis, yes, sir. In the summertime,
of course, the loads are up considerably,

Mr. WiLriams. Your load factor is considerably under some of the
others, is it not ?

Mr. Cox. Our load factor is, yes, sir. The carriers that have been
flying daily automatically get a better load factor for this simple
reason: A man wants a round-trip ticket and you take him out on
Tuesday to New York, but you are not coming back until Saturday.
He has to come back Thursday so you lose your round trip. So
vou lost that passenger.

That is one of the problems on not having a proper frequency. I
think, speaking of that. that this frequency is a very relative thing.
In the old days it was something like sailing ships. ~ A trip possibly
overseas was once a week or you went every other day. To(fa_v the
want to know what hour you go on, not what day, and it is very diffi-
cult for us to compete when we say we go Tuesdays and Fridays,
especially on round-trip passengers.

But I feel that we still, in spite of that, have rates just about half
of the lowest scheduled coach rate. We have a $72 tari i, plus tax,
from New York to California, and in the reverse, where the flow is a
little different, the traffic is different, we have an $88 fare. So that is
$160 round trip, and we still get good loads, comparatively speaking.

But you cannot give a proper service with 10 trips a mnnt[:. Just
the economices on your overhead is out of line.




LIMITED AIR CARRIER CERTIFICATES 185

Mr. Wirttams. One of the carriers testified earlier that his load
factor was up in the 90-percent bracket—95 or 98 percent. That is
what I was basing my comparison on. Your load factor is consider-
ably lower than that.

Mr. Cox. It hag been lower than theirs, there is no question about it.
We maintain it is because of our inadequacy of frequency. That is
what is doing it. A daily service today from us is still insignificant
compared to the tremendous flow of traffic and the few people that
actually fly the scheduled airlines. I think the latest survey showed
8 million customers. That is not a very great amount, considering
the business, the railroad trains and so forth. So, as that increases,

ublic-need-wise we have to have some sort of a ratio, like the cost of

iving index, where it goes up as the great mass of traffic goes up.

We even had a pm[ms‘nl that we have discussed, sir, that as the rail-
roads drop their scheduled runs there is going to be a problem. In
fact, I read where the President has a study to combine all these de-
partments of trz ansport in the country. We feel that some combination
of buses and a service like ours, a low-cost service, without all the
frills and champagne, will be the answer. In other words, practically
every small hamlet could have air service by getting on a bus and
riding 50 miles to a satellite airport. We feel that we can do that for
half the price of the scheduled jet coach today. In fact, we are doing
it, practically. This would fill a great need. Even the working man
can’t spend 5 or 6 days on a bus going coast to coast. A DC-6 1s still
a 300-mile-an-hour airplane. You don’t have to have a jet for that
type of service. It is a great increase over a 40-mile-an-hour bus
average.

We have another problem, well, the country has a problem, on this
congestion at major airports. Why not go into a city like Trenton,
N.J., and we can bus the passengers into the metr opolitan area on this
extra low cost service? It would serve two serv ices, public need,
plus it would uncongest, to a degree, some of this traffic cnngest.ion
we have. Something has to be done. It is getting worse and worse
every day.

I don’t like to complain about what has happened to us, and I don’t
know if you are aware of it, but there have even been hearings in the
Celler committee, where there has been so much pressure and discrimi-
nation and actual illegal actions by some of the large carriers against
us to drive us out of markets, to prevent us from getting even a sales
representative on a military base ; things like this have lmpppned It
has just been 10 years of harassment. But in spite of that, the public
has patronized us. I think we have demonstrated a public need by the
mere fact that we have gotten so much support from the public.

I mentioned before La Guardia as an ex: umple. It 1s almost im-
possible to make any sort of a decent arrangement with the port au-
thority. I don’t have basic proof of who motivates them and w hy
they don’t do it, but there is no reason w hy we can’t be side by side
at the main terminal with all the other carriers. But actually, we
have to be on the other side of the field. We are just third-class
citizens in that respeet.

To reiterate, that is one reason why we can’t divert too much. No-
body knows about us. A third of our passengers come from references
from their friends who have flown with us. That is a significant thing.
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They have never heard of us, but their friends who flew with us told
them about it and they call us up. We are not standing out where
they can trip over us, to divert them. We can’t take full page ads. It
is impossible. We couldn’t possibly justify anything like that. So we
have to get our passengers basically from word of mouth, from the
fact that we have a very low-cost service, and that is all we do. We
just give them air transportation without the frills, It isn’t jet, of
course. It is like rail coach. There is no question that our passengers
come from that source, the buses, the railroads, the people who have
never flown before.

I am sure that that would stand up under investigation. The CAB
doesn’t seem to have figures on it. We have our small statistics, just
our carrier. I think Mr. Patterson is right, that it avound 70 percent
that have never flown before. Talk to our stewardesses and they don’t
know how to fasten seat belts. Many are scared, they have never been
on a plane. We are sort of a training school for the passengers. We
don’t mind it, we are happy to do it.

Mr. Winiams. Mr. I—L'mphill ?

Mr. Hempuins., One of the things that has concerned us about, this
problem has been the fact that there is a market for only so much air
carrier service in a given area. Would you say that is true?

Mr. Cox. I would say that is true of the red carpet service. There
are only so many vice presidents of banks and those who can afford
it, but I don’t think it is true of the service that we render. I don’t
think we have scratched the market that exists in this real low-
cost transportation,

Mr. Hemprainn, I had in mind a regular scheduled carrier which
goes into a market which is practically already absorbed. He is in
competition with those already in there and heis also in competition
with you. In meeting competition, he still has to have the scheduled
flights he is supposed to, flights which he has listed. He still has
the maintenance costs on the good days and the maintenance costs on
the bad days. He has to have his equipment on the good days and
his equipment on the bad days. By bad days, I mean when you don’t
have enough passengers to pay for the service you are rendering,
actually, to cover the costs.

What are your people’s attitude about coordinating your sched-
ules in such a way that when the market overflows you people would
be of service on some basis? Has there ever been any effort at
coordination at all?

Mr. Cox. Between the scheduled airlines and ourselves, sir?

Mr. Hempuion., Yes.

Mr. Cox. We have attempted it on many occasions, but T will tell
you, frankly, we have been rebuffed most of the time. In our own
experience, way back in 1947 we were carrying passengers from
Paris to New York, and we took about 60 percent of the passengers
from TWA overflow. They were happy to coordinate with us at
that time. We have had the occasional, but it is the exception rather
than the rule. We would be happy to do it, but they are not about
to coordinate or cooperate very much because they regard us as a
threat and a competition.

Well, when this strike took place recently we volunteered and
sent. telegrams to the major carriers and asked them if we could be
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of assistance to them in taking their passengers that they were really
i]dllllll(‘d up with, and we suggested that even their ticketing facilities
e used. We were turned down on that request. That was 3 or 4
months ago.

Mr. Hempamn, I am thinking about the public which has been
taught to believe that the United States, because it participates in
air traffic in many different ways, safety, airports, everything else,
thinks the U um-ll States is going to monitor the airlines lhluutfh the
regulatory agencies provided. l’(‘upio go to the airport to get a ﬂlﬂ"llt
and cannot get a flight.

Mr. Cox. That is right.

Mr. Hempuiun. That is the public interest. The regular carrier
doesn’t put on any extra planes that I have been able to see when I
have been left. I have had experiences as everybody else. You peo-
ple are not available, or at least if you are available nobody knows
about it. Sothe puhlw would suffer right there.

Mr. Cox That is right.

Mr. Hempniie. Our interest is to protect the public and it seems
that you people experienced in the business would be able to adjust to
that protection. But here we are in the situation that you people are
at odds with the regular carriers and they are at odds with you, and
vrobably jealous of ¢ competition, that is one thing. But I am thinking
of serving the public. You are talking about overflow. What hap-
pened to those people that didn’t get to 11) ?

Mr. Cox. That is a good question. 1 have seen it happen here in
Washington, where there were stranded passengers and we have had
two DC—4’s sitting in Wildwood, 100 miles away. We have .1tlmnpt0d
over the years to get them to say “Well, we w ill take them,” but they
will not do it. American or United do not want to admit that they
would have to call in one of us little guys to help out, whether it is
their fault or not. They are not going to do it.

Mr. Hempuinn. If it is a profitable operation, it looks like you
conld arrange some way, I think legally, to split the profits and they
furnish the business and you furnish the service. It would be to the
public advantage.

Mr. Cox. It would be in the public interest, absolutely.

Mr. Hempuin., Of course, I realize that is a naive approach, but
we have to think about the man who wants the service.

Mr. Cox. That is true. I wonder what happens to those people. I
guess they go by bus or train or something,

Mr. Hemprinn. I can tell you what happened to the railroads.
Their service is so lousy, and their roadbeds are so rough, so many of
their people almost insult you, that you don’t want to ride the rail-
roads. I like to ride a train oce asionally, if I have the time. But they
don’t want to give you service, apparently.

Mr. Cox. And that vacuum that I mentioned, I don’t know what
they are going to do to fill it. Think of the millions of people that
travel by rail and bus. In the next 10 years, what will happen as
the economy and the society demands higher apoml all the time? The
scheduled airlines are not in that market, and I don’t thm]\ they have
any intention to get into it. They were forced into air coach by our
competition, very reluctantly. There is a very great vacuum there.
1 think some study will probably show how eritical it is one of these
days.
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Mr. Hempeurn, The railroads can give you the service, They have
the brains and know-how. They can give it to you if they make up
their minds to. Here we are getting rid of our passenger service, ap-
parently, with the railroads, and if some major catastrophe came to
this country where we had to use the airlines or other things, what
are we going to do? It is a serious defense problem as well as a prob-
lem of public service.

Mr. Cox. Itis.

Mr. Hemprinr., If Congress is going into the business of regulating
transportation, which apparently it has decided to do over the years,
I think our problem is a little bit bigger than the picture presented
here. I think our problem is making sure that the people get the
service, bus, rail, or air as they prefer, and not be forced into service
that they don’t prefer because of a lack of the service that they do
prefer.

Mr. Cox. That is true.

Mr. Hemprior, I think we are a great Nation and we have the
right of preference.

Mr. Cox. Competition tends to alleviate some of those things. I
have listened to quite a few presentations and I have yet to hear the
scheduled airlines voice much concern over the public interest. It is
usually they are afraid we are going to siphon off their cream. As I
said before, we are on the bottom, we can’t get any cream. In fact,
I doubt that there is cream in the entire intiust,r‘y. for that matter.
It is a tough business. But competition is certainly needed, and I
think we render that competition, even if it is only on a token basis,
as a yardstick.

Mr. Hemparnr. Thank you very much.
Mr. Wirriams. Mr. Macdonald ?
Mr. MacpoNarp. I just have one question. I was interested in page
4 of your statement where you point out that {ou have been doing
d.

quite a good deal of work in the charter field. I was wondering
whether you have been able to increase your charter work recently,
or has it decreased, or stayed about the same. That is question one.

Question two is the definition of what constitutes a charter has
has intrigued me for some time. I actually have not been able to get
a final definition. I was wondering if you could supply that for me.

Mr. Cox. I will attempt to, sir. You asked if our own charters
have grown. I would say “No.” As a matter of fact, charters are a
snare and a delusion that they talk about, in my opinion.

Mr. Macoonarp. When you say “they,” who do you mean ?

Mr. Cox. The industry. There have been a lot of the carriers, o
lot, of the scheduled carriers, that have expounded this charter thing.
But it is tough enough to get a family together to go to a place with-
out getting 100 people and you can’t build a business on charters.
You will usually end up having to charge double because you come
back empty and you wait 2 or 3 weeks and go back and pick them up.
Let’s say you go to Honolulu. You can’t afford to keep a plane there
for 3 or 2 weeks while the people take their vacation, and you can’t
likewise, afford to fly it back empty and then go back empty again,
unless you have another charter to go. You can’t schedule charters.
There are just not that many and they don’t dovetail that many. That
i1s why the individually ticketed schedules service is of such im-
portance. Charters are an added attraction. They are necessary,
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really, for the public to have if they want it, but it is an additive
thing. Our experience has been that it is just that.

They talk about charters and I think they confuse the committee
possibly. Military charters are not what we are speaking of here.
This is commercial charters. Military groups are contracts with the
Government, and they often group those statistics and it misleads
you. You think that there is a lot of business here on charters, but
that is military group movements,

What was your other question ?

Mr. MacpoNawp. The question was, How do you define or how does
the regulatory agency define a charter? I have never been able to
determine what a charter is.

Mr. Cox. My information is that this definition of a charter is
basically a restrictive thing. It is defined and narrowed and com-
pounded to restrict rather than help. I feel, personally, that a charter
group should be a group of people on a tour that wants to go from
here to there. I am mlt.l[ that in Europe that is about the interpreta-
tion given. Youdon’t have to be all blood relatives or in a club so many
years. But if you have a congenial group, they may have only met
yesterday, but they are all going from here to there and they can
charter a plane or a bus and go.

Mr. Macponarp. You said that you felt that charter was a snare and
a delusion.

Mr. Cox. To our economic success.

Mr. Macoonarp. Wouldn't it be helpful to you, and I don’t know, I
am just asking—it would seem to me, but I am asking you the ques-
tion—wouldn’t it be helpful to you if the definition of the charter was
on which the people didn’t all have to be blood relatives, wouldn’t a
looser definition of a charter be helpful to your business?

Mr. Cox. Yes, sir, that would help. But I don’t think you can build
a business on that. We existed——

Mr. Macponarp. You are not just speaking for you?

Mr. Cox. I am speaking for our carrier and I think it applied to
the other carriers in our supplemental group. We exist on a diet of
several things—military business, common-carriage business, the
charters, which are the smallest part and some of this cargo contract
operations, such as quicktrans and logair. That is basically what
we exist on. They change. One day you might have military business
and the next day you may have nothing.

Mr. Macpoxarp. I am not talking about military. I am talking
about a concrete example which I will not bore you with, but if a
group in Boston decided to charter a plane and wanted to go to
Lmu}(m. Let’s say they had a membership club, had been in exist-
ence for a long time, it was not a travel agent gimmick but actually a
club. Yet they were refused the right to take this charter on the
grounds that—I don’t know what grounds, really. I have a correspon-
dence file this thick [indicating], but I still don’t know why they were
refused. It would seem to me, knowing nothing very much about your
business, that this would be the field where there wouldn’t be the
competition and the throatcutting that T suppose there is between the
big companies and yourselves, where you would be able to expand the
charter service.

72536—61——13
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Mr. Cox. As a matter of fact, it is quite competitive, The foreign
scheduled airlines have increased their business in charters over 400
percent just in the last year. It isa good field for some of the sched-
uled carriers that are flying that route. They can screen their groups
and block seats on airlines and maneuver it. It is a field for them.

Mr. Macponarp, We just passed a bill from this committee and a
conference report just came out the day before yesterday, I believe,
or yesterday, for which the Congress appropriated some %5 million a
year for this tourist business. I sponsored one of the bills, so obvi-
ously I am for it. But it strikes me that unless we get you all into
this business, unless you expand in that direction, the foreign carriers
are going to get all of this charter business, hauling these people over
and back.

Mr. Cox. That is very true.

Mr. Macpoxarp. I am not trying to tell you your business, but it
would seem to me, and that is why 1 asked the question, that it would
be a good thing for you if we could work these two bills in such a way
as to have some relativity to help you.

Mr. Cox. That is true.

Mr. Macpoxarp. If you could give some suggestions, I know that
I, as one members of this committee, would be very open to them, be-
cause I think it is a field in which we could do the public a service,
the Government a service, and perhaps yourself a service.

Mr. Cox. It would greatly help our business in the summertime,
in the European market, for instance, if there was a more liberal
definition of this or some livable definition for what a charter is.
But as I understand it, the charter definition was adopted by the
International Air Transport Association, eomposed of all the sched-
uled foreign and American carriers internationally, and the Board
just more or less adopted that.

1f you would define it more liberally, would the TATA people have
their own definition and we have another?

Mr. Macpoxarp. The TATA has nothing to do with the U.S. Gov-
ernment, as you know. In many ways, it is an international cartel,
1sn’t it ?

Mr. Cox. That is right.

Mr. Macoonawp, Therefore, talking to me as a Congressman about
what TATA is going to do to overrule the Congress is kind of waving
a red flag at me.

Mr. Cox. Me, too.

Mr. Macpoxarn. So I wouldn’t be bothered by what TATA did,
necessarily. But I am asking you, would it be helpful to your in-
dustry to have a definition of charter lodged in such a way that you
could benefit underit?

Mr. Cox. Yes, sir.

Mr. MacpoNarp. You said originally that it wouldn’t, that it was
a snare and a delusion,

Mr. Cox. It is, to this extent, that it is a 3-month business. If you
give us the most liberal charter interpretation, our charter, as far as
I can see, might as well fold up because youn can’t leave object charters
alone.

I was talking about the ticketed authority which we still have. The
reason I say it is a snare and a delusion is perhaps part of that is be-
cause of, shall we say, this erazy definition of it. But we have found
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that so many times we get to Europe and you can’t get a group back,
so you end up running two empty legs and you lose money.

We have lost money on them. To get the charter started, you say
to one group “All right, we will take you over there and bring you
back 2 months later.” Well, then you hope you can fill in the empty
legs. You have committed by then for several of them.

Then if you cannot fill in the empty legs for various reasons, it is
a very serious gamble. That is why 1 say it 1s that.

Mr. Wintrans. Mr. Devine.

Mr. Devine. On these so-called charter flights where you may have
the possibility of coming back deadheading, do you consider that in
setting up your charter rates, to try and balance out some of the loss?

Mr. Cox. Do you mean having the lower rate?

Mr. DeviNe. Say you get a charter flight from New York to Lon-
don and they won’t come back for 2 months. You know you can’t
leave your equipment there for 2 months.

Mr. Cox. That is right.

Mr. DeviNe. So you may have to come back deadhead ?

Mr. Cox. That is right.

Mr. Devine. In making your rates from New York to London, do
you take that into consideration ?

Mr. Cox. We do; yes. But usually we price ourselves out of busi-
ness and they say, “We can get it cheaper from someone else.” We
have had that experience for the last 2 years.

Mr. Devine. By the trunk carriers?

Mr. Cox. Either by some of the foreign trunk carriers or possibly
one of our cargo freight carriers in this country.

Mr. Devine. That interested me when my colleague, Mr. Mac-
donald, mentioned the fact, and we got into this question. Is it
Sabina ?

Mr, Cox. Yes, sir; that is Belgium.

Mr. Devine. I was talking last week with a flight captain on one
of the certificated airlines, and he said that the foreign airlines are
bidding us out of business through the loeal travel agents.

I imagine that affects you just as much as it does the certificated
carriers

Mr. Cox. It does, yes.

Mr. Devine. They talk about payola, Mr. Chairman, there may be
a strong hint of payola in this travel agent field.

Mr. Cox. The rumor has it that that is so.

Mr. Hemeuinn, As a matter of fact, I think we discovered in this
committee on another occasion that in the balance of fees-getting busi-
ness, the foreign transportation people, the foreign hotel people and
others, are allowed to give a travel agent who secures business a cer-
tain fee or pieceage of whatever it costs.

We in this country do not practice that. That is a field in which
we may have to make some adjustment, especially since we hope to pro-
mote travel to the United States.

Last year, I asked different people on airlines what they were paid.
Of course, personnel overseas, on foreign airlines are paid less. One
time I had a tourist flight and a lady came back and said, “Don’t you
want to sit up there in the first-class section ?”

No one ever did that on an American airline for me. T wanted to see
what happened to 43,000 Americans who had passed through that city
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the year before. It seemed to me to be a fertile field if you could solve
these problems and get the business for America.

Mr. Cox. That is true.

Mr. Devine. Have you made an effort along that line?

Mr. Cox. Well, we have made an effort. We made a very strong
effort to get American dependents in Europe and charter the plane to
them or American soldiers on leave, charter our plane to them and
bring them back. They are not charterable.

Mr. Devine. Why ?

Mzr. Cox. That is some of the Civil Aeronautics Board interpreta-
tion of it. "We cannot do it.

Mr. Witniams. They don’t compose what they call a homogeneous
group?

Mr. Cox. I guess so; yes, sir.

Mr. Macponarp. They are all in the same Army, aren’t they ?

Mr. Cox. Yes, sir.

Mr. Hemeaion. Has that lack of being able to charter resulted in a
failure to give the service to the people, or to the armed services over-
seas?

Mr. Cox. I would say it has. It has probably prevented a lot of
those boys from coming home. They couldn’t afford to come any
other way and they have taken their leave there.

It has probably prevented many of their families from visiting
them. It has affected it. I would say that the public is the most in-
jured in this whole picture, if you come right down to it. They don't
get what they are entitled to, when you interpret these rules and regu-
lations. There is no question about that.

Mr. Wittiams. If that is all, thank you very much.

Mr. Cox. Thank you.

Mr. Winciams. The next witness on our list is Mr. John Becker.

I am informed that Mr. Becker’s statement will be filed for the
record.

(Statement referred to follows:)

STATEMENT BY JouN P. BECKER, PRESIDENT OF MobpeErN AIr TRANsSPORT, INC.

My name is John P. Becker, I reside in Murray Hill, N.J. I am the presi-
dent of Modern Air Transport, Inc., a supplemental air earrier which holds a
certificate issued by the Civil Aeronautics Board. I have been flying for 26 years
and, since 1953, I have been the active president of Modern Air Transport. I own
all of the stock of the company. In the course of operating Modern I feel that
I have made a real contribution to my country. Modern has logged more than
50,000 hours of flight time carrying common-carriage passengers, charter parties,
and military personnel. We have never had an accident involving injury or
fatality to a passenger or crew member. We have never had a vielation charged
against us for failing to observe any safety regulation whatsoever.

I have built up this business by personal, T-days-a-week attention. I take a
lot of pride in the fact that my airplanes are clean, comfortable, and in perfect
operating condition. I have never had a black mark with respect to service,
reliability, or performance.

Mr, Chairman, I am in the period of transition. At the present time I have
four C—46 aireraft. These cannot be used for the military this year, as they
were last vear, because there is a claim that they are outdated airplanes. Ac-
tually, the whole airplane inside and out is as good as any twin-engine airplane
flown by any commercial airline, other than jet-type aircraft. The only objection
is that the C—46 airplanes are not pressurized and, unfortunately, they cannot
be economically pressurized.




LIMITED AIR CARRIER CERTIFICATES 193

We have just completed a charter trip for the Montana Chamber of Commerce
for an air tour through Canada and Alaska. Those people were very happy
both with the airplane and service. Yet, military business is traveling at indi-
vidual rates of 6 cents or 7 cents per mile, whereas last year we were providing
that transportation at a group rate of less than 3 cents per passenger mile.

Since we have been unable to change the military attitude toward the C46
airplane, it is necessary for me to acquire different type aircraft if I am to
continue in this business.

At the moment I am very reluctantly engaged in negotiations for Constellation
aireraft. I say I am reluctant because I have no assurance that I will have
the necessary room to operate the airplane,

What I need is nothing more than what any other businessman needs; that
ig, some assurance from the Government that my license will be continued and
my market will be clearly defined.

The Board’s bill that yon have under consideration would not do either. As
a minimum we need a permanent certificate and the Board should be directed
to issue permanent certificates, It is very difficult to explain to a bank why
my certificate is still in effect. It remains in effect only so long as the court of
appeals continues to stay its order reversing the Board. The court has not said
it will allow the certificates to remain in effect permanently. In fact, the court
has told the Board that the Board has no anthority to issue my certificate. As
originally issued, the certificate was for a 2-year period, and the 2 years have
gone by. 1 filed an application for renewal and I am told that this antomatically
keeps my certificate in effect, but banks and lenders of money do not accept
this explanation without considerable investigation and they take it into account
in discussion of the terms of loans and interest rates.

We have told this to the Civil Aeronautics Board, but it has not yet issued
a certificate of indefinite duration to any supplemental carrier, nor has it said
it will do so if this bill is passed. Therefore, I plead with youn that you in-
corporate a provision to the effect that the certificates to be issued shall be of
unlimited duration. TIssuing supplemental carriers certificates of unlimited
duration will not relieve them in any way from the obligations which they owe
the public, nor would such action in any wise reduce the degree of control which
the Board has over the carriers. We shall continue to file reports, tariffs, and
abide by all the regulations of the Board as we have ever since I have been
president of this company.

The second reason for my reluctance in negotiating for large aireraft is that
I realize those aircraft have to be filled with fare-paying passengers. I have
grave doubts that I ean obtain proper utilization with only 10 trips per month.

If the number of trips were inereased to a maximum of 192 during the year,
I would have no doubt that I could make money with the larger airplanes.
With that number of trips available I believe that Modern and the other supple-
mental carriers will be able to continue to make innovations for the publie
benefit. As you know, the Board has held that the supplemental earriers are
responsible for the development of fhe aircoach business and we should have
room to operate in order to make further contributions in the public interest.
Every contribution which has come from the supplemental carriers has come
without the benefit of any Government subsidy.

Modern, and other carriers similarly situated, are facing the problem now
of whether they should acquire larger aircraft. Committees of the Congress,
as well as the Board, have said that onr fleet of aireraft is a material contribu-
tion to national defense. If we are to maintain our fleet, we must have perma-
nent certificates and the right to operate at least every other day.

This country was built on and still favors the principle of free enterprise.
The policy of our Government is to encourage small business generally, and
aviation should be no exception. .Just becaunse we are small, and just because
we are known as supplemental earriers, there is no reason why we should not
have the basic rights of any other business, that is, permanent authority to do
business and a market large enough to enable us to acquire newer type aireraft
and use them fo public advantage. Continued growth of the supplemental
business requires permanent certificates and a minimum of 192 trips per year.

Mr. Winerams. I have an indication that Mr. Robert Goodman will
file a statement also.
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(The statement follows:)

STATEMENT OF ROBERT C. GOODMAN, PRESIDENT OF SATURN AIRWAYS, INC.

My name is Robert C. Goodman. I am president of Saturn Airways, Inec.,
Post Office Box 48-182, Airport Branch, Miami, Fla.

Saturn is a supplemental air carrier which has been operating under various
orders of the Civil Aeronautics Board since January 1948, Saturn holds a
temporary certificate of public convenience and necessity from the Board. As
this committee is well aware, the Board’s authority to issue these certificates has
been the subject of extensive litigation. This certificate, however, grants rights
only for domestic operations ; any operations that we conduct in foreign commerce
must be by Board exemption from the Federal Aviation Act of 1958. My hope
is that this Congress will enact legislation which will bring an end to the un-
certainty under which we operate and enable us to operate under permanent
certification.

With the anthority which we have had up to the present, Saturn has engaged
in three principal types of operations: firstly, in the movement of recruits for
the Department of Defense; secondly, in domestic charter flights for private
groups; and, thirdly, in an operation into which we have just entered this year,
the transatlantic charter market. We have offices located in Miami, Fla.;
New York, N. Y.; and London, England, with a total of 48 employees, 33 of
whom are operating personnel. In short, we are a small airline operating in
an extremely limited area of the overall air transportation market.

My principal problem, simply put, is to stay in business in the face of the
doubtful state of the operating authority under which Saturn must operate in
the present state of the law. I need to modernize my fleet of aircraft, and to
do this I need capital. If I am to attract capital, whether by way of invest-
ment. or loan, I must be able to give some assurance that I will be in business
long enough to show a fair refurn on investment or to repay whatever loans
may be made to Saturn.

In the course of the years in which it has operated as a supplemental carrier,
Saturn has progressively increased the number of aireraft in its service: has
enjoyed a steady increase in the value of its assets; has had a perfect safety
record; has never been the subject of enforcement proceedings by the Board.
As matters now stand, however, I find it impossible to attract eapital into my
company. Obviously, no businessman will be interested either in becoming a
part of or of extending credit to an airline which may shortly lose its operating
authority. Thus, for reasons having no relation either to the soundness of
the operation of my airline or its business prospects, Saturn finds itgelf in an
extremely perilous position.

Until 1960 Saturn operated twin-engine, nonpressurized, transport category
C-46 aircraft with passenger configuration. These aireraft are now obsolete.
Within the last few years the publie, as well as the military, have come to de-
mand four-engine pressurized equipment. Partially fo satisfy this demand,
Saturn purchased two DC-6B aircraft. Now, there is an increasing demand by
the public and the military for jet aircraft. The purchase of these aireraft,
which in time will be essential to ruy survival, will require long-term financing, an
impossibility for a earrier whose existence could end in March of 1962. Yet
without such a modernization program, and the necessary financing, Saturn
cannot hope to be an effective and integral part of this Nation's air transporta-
tion system.

It is my hope that this Congress will enact legislation which will provide
Saturn with the permanent authority it needs to stay in business. 1 am not ask-
ing for subsidy. I am not asking for anything which the Board has not found to
be in the public interest. I am simply asking for legislation which will give
sSaturn the opportunity to satisfy a demand which is recognized by the Board,
the military, and the publie.

Mr. Wirriams. I have an indication that Mr. Mr. Douglas Bell is

also willing to file his statement. He will be permitted to do so.
(Statement of Mr. Bell follows:)
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STATEMENT OF Doveras T. BELL, PRESIDENT, ASsocIATED A1k TransporT, INO.

My name is Douglas Talbot Bell, T am president and general manager of
Associated Air Transport (Associated), and on behalf of Associated, I wish to
express my appreciation for this opportunity to express my company's views
on a matter of very deep importance to the future of the supplemental air earrier
industry. I have been engaged in aviation ever since 1939, when I became an
apprentice at the Utica (N.Y.) Municipal Airport. Then, in 1942, T established
an aireraft repair shop at Detroit, Mich., located at the city’s municipal airport.
This establishment performed maintenance on all types of aireraft, a consider-
able portion pursuant to military contract. I entered the U.S, Naval Reserve
in 1944 and during my service was attached to various Navy Air Transport
Service (NATS) squadrons. Upon my discharge in 1946, T reactivated my repair
shop, which I operated until 1948, Therefore, I entered the field of irregular,
now supplemental, air transportation as a pilot with Nationwide Air Transport,
based at Miami, Fla., eventually becoming chief pilot. Upon the merger of
Nationwide, in 1951 with Resort Airlines, I became chief pilot and later director
of operations of that company. I left Resort in December of 1954 in order to
begin studies for a degree in aeronautical engineering at the University of
Washington. I interrupted my studies in the spring of 1955, and served for a
brief period as pilot for All American Airways, Inec. Later in the year I estab-
lished Bell Aviation, Inc., an aircraft delivery service which delivered multi-
engine military surplus aireraft throughout the world. Thereafter, in 1956,
I acquired a controlling interest in Associated Air Transport, becoming its
president and general manager.

I am the holder of an FAA airline transport pilot’s certificate rated on DC-3,
DC4, C46, and Lockheed Lodestar aireraft; an FAA flight instructor’s rating
on both airplanes and rotorcraft; and an FAA airframe and powerplant certifi-
cate. 1 am also an FAA-certified ground school instructor with ratings in
navigation, aireraft, aireraft engine, civil air regulations, meteorology, and radio
navigation; an FAA-certificated aireraft dispatcher; and an FAA-certificated
flight engineer. I have over 11,000 hours in flight experience which has been
accnmulated throughout the world.

Associated Air Transport is one of 25 supplemental air carriers whose cer-
tificates were declared invalid by the U.S. Court of Appeals for the District of
Columbia, and whose continued operations are permitted only by virtue of
temporary legislation enacted in the previons Congress. Our base of operations
is located at the Miami (Fla.) International Airport, where we employ 30
people, a figure which has ranged as high as 45 during peak traffic seasons.
Our present fleet consists of DO-4 and C—46 aireraft, which we hope to augment
very shortly with Super Constellation equipment.

We believe, Mr. Chairman, that our company typifies the type of flexible and
diversified operation which the Board envisioned in certificating us for con-
tinued supplemental air service. Thus, since our full reactivation of operations
in June of 1957, we have been an active and regular participant in domestie com-
mercial troop movements for the Military Establishment. During the same
period we have performed a considerable number of cargo charter flights to vari-
ous points in the Caribbean and Central and South America and occasional
passenger charters to Mexico and pursuant to exemption authority from the
CAB. We have also transported a considerable number of college athletic groups
within the United States.

One of the outstanding examples of Associated’s flexibility may be found in
our performance during winter months in recent years of vegetable charter
flights between Florida and Andros and Abaco islands in the Bahamas. It is
this type of operation which illustrates the need for the continued existence
of the supplemental carriers. Thus the energies and resources of the certificated
route carriers must, of necessity, be utilized in the development of their routes.
This being the ecase, it is manifestly unlikely that they could make available
sufficient aireraft for proper performance of such specialized services.

Nor have our activities been by any means exclusively confined to the charter
field. We have utilized our authority for limited individual passenger service
in order to alleviate the needs occurring during peak seasons of the year (i.e.,
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the Christmas season in the New York-Miami and Chicago-Miami service), In
further implementation of its 10-trip authority, Associated frequently has
set up special scheduled flights in order to accommodate furloughed military
personnel and other similar groups. These flights have all been performed
at a fare structure substantially below those offered by the trunk air carriers
who have so vigorously fought our individual flight authority. In fact, the
backbone of our present operations consists of the transportation on an individ-
ually ticketed basis of Air Force recruits between various midwestern cities
and San Antonio, Tex. Hence, our company’s very existence is dependent upon
continued and stable authority covering all facets of supplemental service.

Our plans for the future contemplate the acquisition of pressurized equipment
such as DC-6 and Super Constellation aireraft and the expansion of our opera-
tions to include the performance of fransatlantic passenger charters, oversea
augmentation flights for the Military Air Transport Service, and domestic Logair
cargo movements for the Air Force.

I am here today, Mr. Chairman, to urge the enactment of H.R. 7318 which
would authorize the issuance of certificates of public convenience and necessity
for supplemental service, without regard to terminal and intermediate points.
It is only through legislation that the impediment to the healthy growth of
the supplemental air carrier industry can be removed. Thus the protection
and dignity afforded by a certificate is absolutely indispensable if the industry
is to achieve any degree of success in obtaining the financing necessary for
the acquisition of modern aircraft and the contemplated expansion of operations.
For many years the uncertainty of our status and future has hampered us in
obtaining working capital. This same factor has strongly militated against our
acceptance by a substantial portion of the traveling publie, including charter
groups and individual passengers. By the same token, the Military Establish-
ment has in recent months conditioned the continued participation in its airlift
requirements, both domestic and foreign, upon the acquigition of modern equip-
ment, which acquisition is extremely difficult for carriers lacking a stable
operating authority. Certification will also facilitate the obtaining of the
necessary permits from those foreign countries into which our diversified opera-
tions have carried us. It is the position of Associated Air Transport that its
very survival is dependent upon its ability to participate in both charter and
individually ticketed air transportation. The point to be made is clear. If our
supplemental fleet is to effectively perform in the interests of national defense
and serve as a ready reserve capable of immediate mobilization, we must be
able to achieve full economic utilization of our aircraft. This cannot be assured
absent the authority to perform individually ticketed flights. There have been
countless occasions when we have performed military and commercial charter
movements with no assurance that a return payload could be obtained. It is
in this'connection that the authority for individual sale service is 80 vital
to our continued existence. This authority allows us fo set up special flights
on which we can sell tickets to furloughed military personnel and members of
the traveling public whom we could not properly accommodate under the charter
portion of our authority, thus assuring us of the necessary payload on the
return portion of the journey.

In summary, Mr. Chairman, Associated Air Transport, Ine., strongly urges
the enactment of legislation at this session of Congress which will allow for
all facets of true supplemental service, both charter and individual sale, In
view of the importance of this matter, both to Associated and to our industry,
I greatly appreciate this opportunity to set forth the views of our company.

Mr. Wirrtams. The last witness on the list is Mr. Blatz.

STATEMENT OF F. ALFRED BLATZ, PRESIDENT OF BLATZ
ATRLINES, INC.

Mr. Brarz. Mr. Chairman and members of the committee, I would
like to thank you for the opportunity of appearing here. I have a
statement which I would like to file on behalf of my company.

I am the president of Blatz Airlines, Inc., of Los Angeles, Calif.

Mr. WiLriams. You may file your statement.

(Statement of Mr. Blatz follows:)
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STATEMENT BY F. ALFRED BLATZ, PRESIDENT OF BrLATZ AIRLINES, INC.

My name is F. Alfred Blatz. I reside in Los Angeles, Calif., and am president
of Blatz Airlines, Ine. I entered the aireraft field in 1942 when I was asked by
Firestone Rubber and other aircraft companies to develop parts of the bullet-
proof tank to make it effective. At that time I developed approximately 20
patents by which the tank was made effective and usable for combat purposes.
I operated two plants for the duration of the war. Because of my interest de-
veloped during those years in the aircraft field, I decided to buy surplus aircraft
from the Government and build them into airliners.

In 1947, I organized Blatz Airlines, Ine., and since that time have operated
the company in supplemental air service,

Operations were commenced in 1947 with offices at the Long Beach Airport.
The early operations consisted of charter flights in the local area and flights
to La Paz, Baja California. Flights were also operated to the San Franeisco-
Qakland area, and to Las Vegas, Nev. Aircraft were chartered by Las Vegas
hotels for a few flights. Orchestras, football teams, and other sports organiza-
tions were transported.

Later the company operated transcontinental flights from Long Beach and
Los Angeles airports to New York and other eastern points via Kansas City,
Chicago, New Orleans, and other points. Flights from Burbank to Oakland and
from Burbank to San Diego were operated on a daily basis, and the company
leased a second DC-3 airplane to accommodate the additional traffie it developed.
Round-trip flights transporting construction workers employed in the Pacific
Ocean islands were operated between San Franecisco and Chicago, and flights
were made from San Diego to eastern and southern points in the United States,
and return, transporting servicemen on a charter-group basis. For 4 to 5 years,
Blatz Airlines, Inec., was engaged in the military CAM business, flying throughout
the continental United States and coast to coast.

Its operations today consist primarily of charter flights in intrastate air
transportation between Burbank and Oakland, Calif.,, and Burbank and San
Diego, Calif., and interstate flights on a charter basis and on a common carriage
basis from San Francisco and Oakland, Calif., to Reno, Nev., and from Burbank
and Long Beach, Calif., to Las Vegas, Nev. These latter flights were solely on a
round-trip basis.

We now have six airplanes flying. Our safety record since inception of
operations in 1947 is perfect.

I want to urge the committee to report legislation which will do two things:
(a) give us permanent certificates, and (b) let us operate up to 192 trips an-
nually between the same 2 points.

There is no excuse for not giving the supplemental carriers the same perma-
nent-type authority which the Congress has legislated for trunklines and local
service carriers. We have been in business for 14 years, and it seems unneces-
sary to force ns to operate on short-term authorizations. The Board has found
a continuing public need for supplemental service, both now and in the future,
and certificates of unlimited duration should be issued.

Let me give you an example of why the 192 trip authority is desirable by
ziving you the history of our efforts to serve Hawthorne, Nev. Hawthorne was
on a local service route, but the Board allowed the local service carrier ( Bonanza
Air Lines) to suspend that service. A new club was opened there and the elub
members wanted air transportation to and from the San Francisco and San Jose
arens.

At the same time, the people at Hawthorne asked us if we would operate a
service for them. Among other things, they wanied us to carry newspapers
because they were waiting 2 days for newspapers.

We filed an application with the Board on August 23, 1960, asking for an
exemption to serve Hawthorne, One local service carrier (Pacific Air Lines)
objected, and the Board turned down the request,

We then went back to the Board, this time asking for an exemption to provide
a specinl serviee for patrons of the club. This was filed on March 28, 1961, and
the Board still has not decided the request. In another case, where TWA asked
to provide the same service for a club at Lake Tahoe, the Board granted the
request in 31 days (docket 11939) but we cannot even get an answer in 75 days.

The time it takes the Board to act on applications for certificates is almost
beyond belief.
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We wanted to fly to Las Vegas more than 10 times per month. We asked for
an exemption and it was denied. We then filed an application for a certificate
on December 19, 1056 (docket 8429). We didn't get a hearing until March of
1959, and we are still waiting for a decision.

One purpose of supplemental carriers is to meet sudden demands as they arise.
When these demands can be met by charter service, we can rise to the oceasion
without difficulty, because we have the right to fly unlimited charters. We do
this for the forest firefighters all the time. But, when there is a new demand,
like the people at Hawthorne who wanted us to carry in newspapers, the charter
authority is of no avail. The present 10-trip per month authority is too restric-
tive for a satisfactory service.

If we had the 192 trip authority, we would definitely meet some existing de-
mands for service at Hawthorne, Winnemucea, Reno, Blko, and Las Vegas.

The very limited number of trips, and the narrow definition of charter, has
actually denied the supplemental carriers the right to exploit a market after
they developed it. We started flying to Las Vegas, for the hotels, many years
ago. Today we are prevented from flying enough trips to benefit from the market
we developed. In 5 years, the Civil Aeronautics Board has not been able to
decide our application for a certificate. The result is that the hotels operate
their own airplanes. The Hacienda Hotel now uses six airplanes. Other com-
panies which have no operating authority from the Board elaim to be “part 45
operators” and take over the profitable business which we originated. The
Board has ordered some of them to cease and desist, but the Board doesn’t seem
to be able to enforee its orders.

If we are given the authority which we ask for, we will at least be in a position
to continue service in new markets which we pioneer,

It is my belief that legislation is the only solution to this problem. The Board
and the courts have had it before them for active consideration for 10 years.
The time has come for some authoritative action which cannot be upset. The
supplemental industry has proved itself and the Congress should pass the legis-
lation necessary for the eontinuance and development of the industry.

I urge you, therefore, as a minimum to give us unlimited charter rights, 192
individually ticketed trips per year between the same two points, and a certifi-
cate of unlimited duration.

Mr. Brarz. On page 3 of my statement, I would like to reiterate
there that we have six airplanes flying. We have now six DC-3%.
We are still in the antiquated class. We haven’t graduated to the
higher class.

We are flying mainly on the California coast, and also over into Las
Vegas and also Hawthorne, Nev. We have had for the past several
years applications with the Civil Aeronautics Board for a flight from
6 p.m. to 6 a.m. in the morning, taking care of some of the vacationers
and people who like to travel into the Las Vegas area and into
Hawthorne, Nev., taking a chance at some of the gambling
establishments.

Some of them go up, of course, for a week or two at a time. We
have had that in for several years.  However, we have not yet received
anything back from the Board. The Board is still considering our
case.

I want to urge the committee to report legislation which will do two
things: (1) Give us permanent certificates; (2) let us operate up to
192 trips annually between the same two points.

We, as carriers, who have been in business for about 16 years,
couldn’t possibly exist if we had to depend upon the charter work
which we obtain, which is a very small part of our business.

We feel further that there is no excuse for not giving the supple-
mental carriers the same permanent types of authority which the Con-
oress has legislated for trunklines and local service carriers. We have
oeen in business now for 14 or 15 years and it seems unnecessary to
force us to operate on short-term authorizations,
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This is because of the fact that we have a lot of difficulty in finane-
ing our operations, financing the purchase of new aircraft, when we
are on such a short-term authorization.

The Board has found a continuing public need for supplemental
service both now and in the future and certificates of unlimited dura-
tion we feel should be issued.

An example of why the 192-trip authority is desirable, can be had
by giving you the history of our efforts to serve Hawthorne, Nev.
Hawthorne was on a local service route, but the Board allowed the
local service carrier (Bonanza Air Lines) to suspend that service.

A new club was opened there and the club members wanted air
transportation to and from the San Francisco and San Jose areas.

At the same time, the people at Hawthorne asked us if we would
operate a service for them. Among other things, they wanted us to
carry newspapers because they were waiting 2 days for newspapers.

We filed an application with the Board on August 23, 1960, asking
for an exemption to serve Hawthorne. One local service carrier
(Pacific Air Lines) objected, and the Board turned down the request.

Mr. Wirtiams. How large a city is Hawthorne?

Mr. Brarz. In the area of 8,000 to 10,000 people.

We then went back to the Board, this time asking for an exemption
to provide a special service for patrons of the club.  This was filed on
March 28, 1961, and the Board still has not decided the request.

In another case, where TWA asked to provide the same service for
a club at Lake Tahoe, the Board granted the request in 31 days (docket
No. 11939) but we cannot even get an answer in 75 days.

The time it takes the Board to act on applications for certificates is
almost beyond belief.

We wanted to fly to Las Vegas more than 10 times per month. We
asked for an exemption and it was denied. We then filed an opplica-
tion for a certificate on December 19, 1956 (docket No. 8429). We
didn’t get a hearing until March of 1959, and we are still waiting for
a decision.

One purpose of supplemental carriers is to meet sudden demands as
they arise. 'When these demands can be met by charter service, we can
rise to the occasion without difficulty, because we have the right to fly
unlimited charters.

We do this for the forest firefichters all the time. DBut. when there
is a new demand, like the people at Hawthorne who wanted us to carry
in newspapers, the charter authority is of no avail.

No one is yet serving that point.

The present 10-trip-per-month authority is too restrictive for a sat-
isfactory service. We couldn’t exist on the 10 trips per month.

If we had the 192-trip authority, we would definitely meet some
existing demands for service at Hawthorne, Winnemucea, Reno, Elko,
and Las Vegas.

The very limited number of trips, and the narrow definition of char-
ter, has actually denied the supplemental carriers the right to exploit
a market after they developed it.

We started flying to Las Vegas, for the hotels, many years ago.
Today we are prevented from flying enough trips to benefit from the
market we developed. In 5 years, the Civil Aeronautics Board has
not been able to decide our application for a certificate.
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The result is that the hotels operate their own airplanes. The Haci-
enda Iotel now uses six airplanes. Other companies which have no
operating authority from the Board to claim to be “part 45 operators”
and take over the profitable business which we originated.

Mr. Winntams. You said in 5 years the CAB had not been able to
decide your application for a certificate. Have you applied for a
certificate of public convenience and necessity to operate a scheduled
carrier or a nonscheduled carrier?

Mr. Brarz. For extended authority as a supplemental carrier, yes,
sir; on three different occasions. The last one is now what they call
the Pacific Southwest Service case.

It has been several years since that was filed. I mention the dates
in my statement.

The Board has ordered some of them to cease and desist, but. the
Board doesn’t seem to be able to enforce its orders.

If we are given the authority which we ask for, we will at least
be in a position to continue service in new markets which we pioneer.
Some of these markets which we have pioneered we are not able to
continue, such as in the Hawthorne case.

It is my belief that legislation is the only solution to this problem.
The Board and the courts have had it before them for active consid-
eration for 10 years. The time has come for some authoritative ac-
tion which cannot be upset. The supplementary industry has proved
itself and the Congress should pass the legislation necessary %01' the
continuance and development of the industry.

I urge you, therefore, as a minimum to give us unlimited charter
rights, 192 individually ticketed trips per year between the same
two points, and a certificate of unlimited duration. That will allow
us to get our financing and so forth to carry on as a supplemental air
carrier.

Mr. Wrtams., You have made what I consider to be an excellent
statement, even though it has been very brief. I have no questions.
I do want to congratulate you on a splendid statement.

Mr, Macdonald ?

Mr. Macpoxarn. I just have one very short question. Under what
right does a hotel operate these charter flights?

Mr. Brarz. Under a so-called part 45 certificate.

Mr. Macoonarp. What is that?

Mr. Brarz. That is issued by the Federal Aviation Agency, not
the Civil Aeronautics Board. That is a separate authority.

Mr. MacpoNarp. In the same way that a company can operate a
plane?

Mr. Brarz. No, that is a part 43 operation, that is a private enter-
prise, such as Sky-Tek. There are a number of companies.

Mr. Macpoxarp. What would prevent hotels from putting in a
whole bunch of airplanes? If they have 6, why not put in 60?

Mr. Brarz., That is what they are doing. They are gradually ex-
panding over the United States, running the people into Las Vegas.
That leaves us out in the cold.

Mr. Macponarp. Is it scheduled or unscheduled ?

Mr. Brarz. They run their own business on a scheduled basis,
surely.

Mr. Macoonarp. A scheduled airline, with the only basis of their
operation covered up by the fact that they are attached to a hotel ?
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Mr. Brarz. They just carry their own passengers, their own people
who go into their hotel.

Mr. Macponarp. They have six airplanes?

Mr. Brarz. Yes, sir; large aircraft. That is, all except one is
large.

Mr. Macpoxarp. I never heard of the Hacienda.

Mr. Brarz. It is on the upper end of the strip as you go into Las
Vegas. They own two hotels there.

Mr. Macpoxawp. They must have quite a turnover. What kind of
hotel is it ?

Mr. Brarz. It is certainly a large hotel. A neighbor of mine owns
it, who lives five doors from me.

Mr. Macponarp. Thank you.

Mr. Devine. I think this case is ridiculous, where you asked for an
exemption and it was denied, where you filed your application for
a certificate in 1956 and didn’t get a hearing until 1959. That is 2
years ago, and you don’t have a decision yet.

Mr, Brarz. That is correct.

Mr. Devine. You would rather have an adverse decision than
none at all; wouldn’t you?

Mr. Bratz. We would like to know where we stand. We don’t now.

Mr. Wittiams. I think perhaps this case will be referred, and it
will be, to the Subcommittee on Regulatory Agencies for its consid-
eration.

Thank you, Mr. Blatz.

I believe Mr. Blatz is the last witness scheduled for today.

The parent committee has scheduled for tomorrow morning an

executive session, so that will preempt our time, I presume, and make
it impossible for us to meet.

We will meet again on Friday morning and continue until we have
completed the day’s testimony.

The committee will stand in recess until 10 o’clock Friday morning.

(Whereupon, at 4:45 p.m., the subcommittee recessed, to reconvene
at 10 a.m., Friday, June 23, 1961.)
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FRIDAY, JUNE 23, 1961

House or REPRESENTATIVES,
SUBCOMMITTEE ON TRANSPORTATION AND AERONAUTICS
oF THE CoMMITTEE ON INTERSTATE AND FOREIGN COMMERCE,
Washington, D.C.

The subcommittee met at 10 a.m., pursuant to adjournment, in room
1334, New House Office Building, Hon. John Bell Williams (chair-
man of the subcommittee) presiding.

Mr. Wittiams. The committee will come to order, please.

This morning our first witness is Mr. Stuart Tipton, president of
the Air Transport Association. Mr. Tipton.

STATEMENT OF STUART G. TIPTON, PRESIDENT, AIR TRANSPORT
ASSOCIATION OF AMERICA, ACCOMPANIED BY CLIFF STRATTON,
JR.

Mr. Treron. Mr. Chairman, Mr. Friedel, I am president of the Air
Transport Association of America, which has as its members virtnally
all of the certificated scheduled airlines of the United States. It isa
pleasure to come before the committee and we appreciate the oppor-
tunity to do so to discuss the important bills that are before the com-
mittee. I have submitted quite a lengthy statement on this subject
which contains much material bearing on the issues before the com-
mittee. However, if it meets with the approval of the committee, I
will submit this complete statement for the record, and hit the high-
lights of it in my presentation this morning.

Mr. WirLiams. The committee will be very happy to follow that
procedure.

(The statement referred to follows:)

TESTIMONY OF STUART (. TiPTON, PRESIDENT AIR TRANSPORT ASSOCIATION OF
AMERICA

My name is Stuart G. Tipton. I am president of the Air Transport Associa-
tion of America, which is composed of substantially all of the certificated, regu-
larly scheduled airlines of the United States. Our membership includes the
trunklines and local service airlines operating within the continental United
States, airlines operating in and to the new States of Alaska and Hawaii, U.8.-
flag international airlines, helicopter airlines, and all-cargo airlines.

My testimony is addressed to various pending bills which embody a wide
range of proposals for certification of supplemental air carriers.

203
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PRESENT SCOPE OF SUPPLEMENTAL OPERATING AUTHORITY

The supplemental air earriers, as you know, are presently authorized to oper-
ate as follows:

Domestically, “individually sold services” (i.e., individually ticketed passen-
gers and individually waybilled air freight shipments) can be offered on a sched-
uled basis, with a limit between any given pair of points of 10 round trips per
carrier per month. Plane load charter services can be operated without limita-
tion as to frequency.

Internationally, the 10-flight and the unlimited charter grants extend only to
air freight services. The Board has, however, followed a liberal policy of per-
mitting international passenger charters by supplemental carriers by specific
exemption.

Operations of this scope have been authorized by the Civil Aeronautics Board
on the ground they are “additional and supplemental to * * * and not a mere
duplication of” the services of the certificated scheduled carriers operating over
regular routes,

At the moment, these operations are conducted under temporary authority
pursuant to Public Law 86-661 of July 14, 1960, 74 Stat. 527, which expires in
March 1962,

This temporary, or “stopgap” legislation was enacted after the U.S. Court
of Appeals, District of Columbia Circuit, in an opinion dated April 7, 1960,
held invalid certificates issned by the Civil Aeronautics Board to some 25 sup-
plemental carriers embodying the 10-flight and unlimited charter grants for
interstate operations. The court held that the certificates violated the Federal
Aviation Act of 1958 in various respects. Most important of these were the-
Board's attempt, by conditioning a certificate, to limit frequency of schedules;
the Board’s failure to specify, in each certificate, the points to be served: and
the Board’s failure to make adequate findings of “fitness” under the statutory
terms.

SYNOPSIS OF PENDING BILLS

The pending billg, for the most part, go much further than merely to enable
the Board to issue valid certificates for the present scope of supplemental carrier
operations. Some of them would substantially expand, or authorize the Board
to substantially expand, the scope of such operations.

A quick rundown of the bills follows. I will discuss them in greater detail
later.

8. 1069 and H.R. 7318, which are identical, would authorize the Civil Aero-
nautics Board to issue certificates for supplemental air transportation. The:
definition of “supplemental air transportation” in the bill is very broad, and
the Board’s ultimate power under the bill would be correspondingly broad.
Under it., the Board could not only issue certificates covering the presently
anthorized scope of supplemental earrier operations; it could also issue certifi-
cates for operations of a far broader, and presently undefined, scope.

We will oppose these bills,

H.R. 7512 would not leave the guestion of possible enlargement of the scope
of supplemental earrier operations for the future; it would do it right now, and
on a major scale. For example, the 10-flight grant would be expanded forth-
with to 192 flights per year. This would permit each supplemental carrier to
conduct a daily scheduled operation for 6 consecufive months over any of all
routes. The 25 or so supplementals who would be automatically certificated
under H.R. 7512 could thus operate, in the aggregate, as many as a dozen flights
a day over every existing route, smothering the presently certificated carriers.

Another unsound feature of H.R. 7512 would give supplemental carriers the
unqualified “right of first refusal” on “all charter trips” anywhere in the waorld.
The public would thus be deprived of freedom to choose a scheduled carrier
for charter, so long as any supplemental carrier demanded its “right™ to operate
the charter—a “right” which would apparently exist, under the proposed statute,
regardless of price, quality of service, or any other consideration deemed
important by the prospective charterer.

We will oppose H.R. 7512,

H.R. 7679 reflects a different approach. It would, by a simple one-sentence
amendment to the Federal Aviation Aect, clarify the Board’s authority to issue
certificates, solely for charter operations, withont having to go through the
laborious, if not impracticable, specification of each point to be served. Such:
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all-charter certificates could merely specify the area or areas within or between
which charter operations could be conducted. Thus, the certificate might
authorize charter service anywhere within the continental United States, or
between specified States and Hawaii, and so forth.

We will support H.R. 7679. It would establish a sound and practicable basis
for supplemental carrier operating authority. I will discuss the reasons for
this conclusion more fully below.

REASONS FOR ATA POSITIONS ON PENDING BILLS

The basic reasons for the Air Transport Association’s positions on these
pending bills are:

(1) The current financial crisis of the demestie scheduled industry ealls
for reduction, rather than expansion, of supplemental air carrier operating
authority.

(2) Continuation of individually sold authority for the supplementals,
under the proposed bills, involves perpetuation of such unsound regulatory
practices as—

(a) use of the certificate as a device to dictate schedules, equipment
and facilities;

(b) issuance of certificates permitting individually sold route-type
service, without specification of the points to be served; and

(e) certification on the basis of general fitness, regardless of the
limited experience and fitness of the particular applicant.

(3) The “first refusal” provision of H.R. 7512 is unfair to the publie
and the scheduled airlines.

(4) All-charter authority affords a suitable and practical basis for sup-
plemental carrier operations.

I will not explain in some detail the reasoning underlying each of the above
points.

THE CURRENT FINANCIAL CRISIS OF THE DOMESTIC SCHEDULED INDUSTRY CALLS FOR
REDUCTION, RATHER THAN EXPANSION, OF SUPPLEMENTAL AIR CARRIER OPERATING
AUTHORITY

As a background for its present deliberations, we believe the committee should
refresh itself on the history of the supplemental carriers and their operating
aunthority, and also on the eritical financial conditions of the domestic scheduled
airlines. As that history makes clear, the current financial plight of the sched-
nled carriers is a weighty consideration in determining the permissible scope of
supplemental carrier operations,

It has been suggested that the supplemental carriers have long been in opera-
tion under color of law and pursuant to a thoughtful and considered plan of
regulation by the Board. This simply is not the fact. The “large irregular”
operators came into existence beginning in 1945 without the knowledge, inten-
tion or any purposeful action by the Board. As a matter of fact, before the
Board even had a chance to formulate a program to bring these operators
within the regulatory framework of the act, many of them were engaging in
extensive intercity common carrier operations without the least semblance of
regulation. There followed a series of regulatory measures together with en-
forcement proceedings against the more flagrant violators, a program which,
however well-intentioned, proved unequal to the problem it was intended to
solve. After 5 years of ineffectual attempts to regulate, the Board in 1951
launched the large irregular carrier investigation. When the investigation was
only half finished, the Board suspended the taking of evidence, and in 1955 issued
a decision on an incomplete record. It should have been no surprise that the
policy of that decision and the attempt to implement it under section 416(b) of
the act were held invalid by the courts. There followed more proceedings,
another decision in which the policy of the 1955 decision was swallowed whole,
and an attempt to issue certificates which were clearly in violation of the plain
language and the regulatory plan of the act. In short, the present situation is
the product of years of ineffectual regulatien followed by two decisions which
in their very inception should have been recognized as contrary, not simply to
the form of the act, but the basic congressional policies announced in it.

72536—61——14
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When the Board determined, in 1955, to expand the scope of supplemental car-
rier operating authority, it did so in the light of its then evaluoation of the
financial condition of the scheduled industry—an evaluation which subsequent
events have proved to be wrong.

The 1955 decision recognized that the routes operated by the scheduled air-
lines—routes over which they have a statutory obligation to provide adeguate
service—constitute the Nation's “basic air transportation system.” The 1955
decision purported to enlarge the scope of operating authority of the supple-
mentals only within what the then Board deemed would be “additional and
supplemental to * * * and not a mere duplication of” the certificated route
services. And the 1955 decision very pointedly said :

“It is the fundamental health and prosperity of the certificated carriers that
has permitted us to expand the area of competitive services by those carriers.
And it is the same health and prosperity that permits us to enlarge the area of
operations of our supplemental air carriers without undue concern over the im-
pact of this action upon our certificated route system.” (Emphasis supplied.)

The Board has never really reexamined the scope of supplemental carrier
operating authority since that 1955 decision. At the outset of its 1959 decision,
it stated categorically that the 1955 decision “resolved the issues of the need for
and proper scope of supplemental air transportation.” The 1959 decision then
went on to pass on the qualifications of the various applicants, and to award
certificates to those found qualified, in reliance on the 1955 decision as estab-
lishing the scope of operations to be permitted the supplementals. Likewise, in
its presentations to Congress last year in support of supplemental carrier cer-
tificate legislation, the Board relied upon, but did not purport to reexamine, the
1955 determination.

It is accordingly significant that the 1955 expansion of supplemental carrier
operating authority rested on an optimism as to “the fundamental health and
prosperity” of the certificated carriers which would not be justified today. In-
deed, at no time since 1955 could the Board have cited the “health and pros-
perity” of the certificated industry as grounds for expanding the scope of
supplemental carrier authority. For, since 1955, there has heen steady year-by-
year deterioration of the financial results of domestic scheduled airline opera-
tions, which reached a new low in 1960.

THE CURRENT FINANCIAL PLIGHT OF THE DOMESTIC SCHEDULED AIRLINES

The current earnings picture of the domestic airlines, taken as an industry,
is dismal. The local service and helicopter lines have not yet reached the point
of being self-supporting, and hence must rely on subsidy. In 1960, the 12 domes-
tic trunklines reported an industry net profit of only $1,188,000, or less than six
one-hundredths of 1 percent profit margin on gross operating revenues of almost
$2 billion. To give you a measuring stick: the domestic trunklines earned as
profit 5 cents on every $83 of sales; the typical U.S. corporation earns ahout 5
cents on every dollar of sales.

Of the 28 domestic passenger carrying lines, 21 either depended on subsidy,
or operated at a loss; only 7 operated at a profit. And even for these seven, the
1960 profits were far from satisfactory. The best profit margin that any of
them achieved was 3.7 percent of sales. None of them came up to the rate of
return on investment which the Civil Aeronautics Board has found nec ssary for
the airlines to achieve their public service role under the Federal Aviation Act.

As you know, the Civil Aeronautics Board recently completed its 4-year gen-
eral passenger fare investigation. One of the Board's major undertakings in
that proceeding was to determine the rate of return on investment needed by the
airlines. Return, in the regulatory sense, consists of net profit after taxes, plus
interest on long-term debt. The proper level of the return on investment, for a
given industry, is determined by the cost of capital—i.e., the level of interest
and earnings needed to attract lenders and equity investors, in view of the re-
turns investors can expect from industries of comparable risk and economic
potential. In the Board's words—and I quote from the decision in the case

“Cost of capital—In determining the fair and reasonable return, as that term
is judicially defined, the Board must reach an end result which provides earn-
ings sufficient to cover all the costs consistent with the furnishing of adequate
and efficient air transportation. Among these costs must be included a return
to the owners of the enterprise which is not only comparable to the results of
similar undertakings, but which will insure the retention and attraction of
capital in amounts adequate to foster economic health and development,”




LIMITED AIR CARRIER CERTIFICATES 207

The Board made a thorough analysis. It had before it voluminous testimony
of prominent financial experts, including a study prepared by an independent
expert specially retained by the Board for the proceeding. The Board con-
cluded that the rate of return on investment needed by the domestic trunklines
is 10.5 percent—or, more accurately, 10.25 percent for the so-called Big Four—
American, Eastern, United, and TWA-—and 11.125 percent for the other eight
trunklines.

To illustrate what this means: the investment of the 12 trunklines attrib-
utable to domestic operations—i.e., after excluding investment attributable to
international operations—in 1960 was slightly over $1.6 billion. On this they
should have earned, at the rate of return found needed by the Board, $172 mil-
lion. This would have covered interest payments of $43.8 million, and provided
a profit after interest of $128.2 million. Instead, as previously noted, the trunk-
line profit after interest was only $1,188,000—or an “earnings deficiency,” so to
speak, of $127 million.

One of the things that is particularly disturbing is that 1960 was merely the
worst of § successive bad years for airline earnings. Over these 5 years, the
trunkline industry’s earnings deficiency—computed on the same basis as above—
has been in successive years: $9.5 million, $55.8 million, $47.9 million, $45 mil-
lion, and $127 million, for a cumulative earnings deficiency, over the 5-year span,
of $285.2 million, or a yearly average of $37 million less than the earnings the
Board has found the industry needs to stay healthy. Not since 1955 has the
trunkline industry as a whole achieved the rate of return prescribed by the
Board’s standards. The picture for the industry during these 5 years is sum-
marized in the table below :

[Dollars in millions]
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reventes margin debt réturn deficiency
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As you can see, the industry's current financial plight is not simply the
result of the 1960 recession—although that no doubt aggravated it. The
industry has been undergoing depressed earnings for several years—and the
end is not yet in sight.

Before leaving this table, however, I would like to point out one or two
items of particular significance, As you will note, the operating revenues of
the industry have increased steadily, and in 1960 were $6G80 million above
1956, or 54 percent. This reflects in part growth in traffic. The revenue
ton-miles carried by the domestic trunklines increased from 2.4 billion in 1956
to 3.3 billion in 1960, or 38 percent. The growth in revenues also reflects in
part fare increases granted by the Board in 1958, 1959, and 1960—the first
significant price adjustments for this industry since 1948,

But this growth in service, in traflic carried, in gross revenues, has not
been carried through to net profit. Operating expenses have been outstripping
revenue growth,

Another noteworthy item in the above table is the very rapid inerease in
interest charges to be borne by the industry. As you will see, the industry
had in 1956 what now seems like a relatively slight interest burden of $10 mil-
lion. Even though 1956 was a subnormal year, the interest was well covered,
and the industry still had a $57.7 million net profit. By 1960, however, the
industry's interest burden had guadrupled to $43.8 million—and the industry
had virtually nothing left after meeting its interest payments. This very
great increase in interest reflects, of course, the debt that the industry has
taken on to finance the jet reequipment program. The jet reequipment pro-
gram is one of the most important current aspeets of this industry, involving,
as it does, a truly dynamie growth in the public service potential of the air-
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lines. My immediate point is that depressed earnings are today more danger-
ous in this industry than at any time in the past, because of the debt and
interest load. We already have one near-bankruptey among the trunklines,
as a result of which we now have 11, instead of 12 trunklines.

And, finally, as noted in the last column, the industry has accrued over
these 5 years a very substantial earnings deficiency, having earned some
$285.2 million less than what should have been earned at the Board-prescribed
level. This means, of course, that the carriers’ reserves have been depleted,
or have not been kept at the desired levels, It also means that, in some cases,
the carriers have taken on more debf than would have been the case had they
had earnings to plow back into the business—and this, let me note here, is
an industry which historically has always plowed back the bulk of its earn-
ings. As was brought out in the Passenger Fare case hefore the Board, the
domestic trunklines paid out as dividends 28 percent of net profits, retaining
the rest for growth and expansion. Typical public utilities, in sharp con-
trast, paid out 78 percent of their profits, and general U.S. corporate experi-
ence was 2 49-percent payment. And, last but not least, the cumulative earnings
deficiencies of the trunklines has meant that many investors have not received
dividends on their investment.

Another indicator of the extent of this 5-vear airline depression is that,
over these 5 years, five of the trunklines failed to realize the Board-preseribed
rate of return in any one of the 5 years, six failed to realize it in 4 of the 5
years, and only one realized it in as many as 3 years. In 1956, 6 of the trunk-
lines realized—and 6 failed to realize—the needed rate of return; in 1957, 1 of
the 12 did it; in 1958, none of them did it; in 1959, 2 did it: in 1960, the score
was again zero. All of this is summarized in the table below, where X
indicates that the carrier’s rate of return met the Board's standard for that
year.

ll‘.)&t‘. 1957 58 1056 | 1957 | 1958 | 16850

American. .. ... |-=aeal]| National

Braniff.. =5 = Northeast._ .
Capital . Northwest
Continental . e | .|| TWA..
Delta_..... L .|| United.

Eastern 2 Western..__.____.

The operating results, by individual airlines, for the most recent year—1960—
are set forth in the table below :

Financial results of domestic trunkline operations, calendar 1960

[Dollars in millions]
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As you will note, from the third column, labeled “Profit or 10ss,” seven of the
trunklines reported profits, five reported losses, in 1960. The amounts involved
virtually balanced out, so that the industry net profit was $1.2 million. As
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shown in the next column, the best profit margin recorded by any of those seven
carriers who had profits was 3.7 percent of operating revenues—gross sales, in
the language of most businesses. Likewise, none of the carriers realized the
rate of return on investment which the Board has found necessary. And, as the
last column shows, the earnings deficiency—the amount by which net profit plus
interest fell short of the Board's standard—ranged for individual companies
form $2.2 to $22.7 million, aggregating $127 million for the industry for the
year 1960.

Against this background, it is clear that reliance could not be placed today on
what the Board in 1955 called the “health and prosperity” of the certified car-
riers as an excuse for enlarging the scope of supplemental earrier operating
authority.

Indeed, the steady deterioration of the certificated airline financial results
since 1955 suggests that, if there is now to be a reexamination of the scope of
supplemental operations, that scope should now be curtailed rather than again
expanded.

THE ADVERSE IMPACT OF INDIVIDUALLY SOLD “SUPPLEMENTAL' SERVICES ON THE
SCHEDULED AIRLINES

The latest data published by the Board on the financial and operating results
of the supplemental air mrriers are for the fiscal year ending June 30, 1960.

During that fiseal year, the 25 supplementals to whom the Board issued cer-
tificates in its 1959 dec 13lun reported individually sold revenues of $11,574,000,
mostly from individually ticketed passengers.

In addition to this, individually sold revenues of $9,764,000 were reported by
irregular carriers whom the Board did not certificate. The bulk of this—
$9,497,000—was reported by the three carriers (Great Lakes, Currey, and Trans
Alaskan) making up the Skycoach combine, whom the Board found unfit for
certificates and whe have operated under stay pending completion of judiecial
review proceedings.

About $200,000 of individually sold revenues were reported by carriers whose
applications for supplemental certificates are still pending, having been pre-
viously deferred for further hearings.

The aggregate revenues of the supplemental carriers—ecertificated and non-
certificated—from individually sold services for fiseal 1960 were thus $21,338,000.

These revenues, had they not been diverted to the supplemental earriers, could
have made a significant contribution toward improved earnings by the sched-
uled carriers. The $11,574,000 of individually sold revenues reported by the
certificated supplementals was 9.6 times the domestic trunkline profit of
$1.188,000 for calendar 1960, The $21,338,000 of individually sold revenues for
all the supplementals was 17.7 times the domestic trunkline profit.

And it is demonstrable that by far the greater part of these revenues would
have flowed to the scheduled carriers had the supplementals not conducted indi-
vidually sold services, particularly the carriage of individually ticketed pas-
sengers. This is apparent from the nature of the operations, which I will review
briefly.

Of the $11,574,000 of individually sold revenunes reported by the 25 certifi-
cated supplementals in fiseal 1960, a total of $9,549,000—or over 82 percent—
was reported by the three carriers: Transocean, U.8S. Overseas, and Capitol Air-
ways, as follows:

Ao L e e W, s S:.i, 602, 000
[1.8. Overseas 5, 133, 000
Capitol Airways

Total 9, 549, 000

Analysis of the flight reports of these three carriers, as filed with the Civil
Aeronautics Board for the year ended June 30, 1960, reveals that the bulk of
their individually sold operations were over routings directly competitive with
scheduled carrier routes. Transocean’s operations were ]wimri]lully between
California and Hawaii. U.8. Overseas operated almost entirely in the classic
nonsked pattern: New York-Miami, Chicago-Miami, and transcontinental flights
between New York, on the one hand, and Los Angeles or San Francisco, on the
other, usually via Chicago, with frequent stops at Washington and Detroit.
Capitol concentrated its individually sold operations in the Chicago-Miami and
New York-Miami markets.
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The New York-Miami operations of U.8. Overseas and Capitol offer a revealing
example of how supplemental carrier operating authority can be used to skim
the cream of a route. Each of these carriers tended to operate abont eight flights
a month, in each direction, between New York and Miami. These flights were
almost without exception concentrated in the Friday-Saturday-Sunday period—
the time of week when traffic is best, in that market, as vacationers start and
end their trips.

Thus, the three scheduled airlines certificated to serve that route were left
with the lean days of the week, and given less opportunity to recoup on what
should have been the best traffic days.

In this connection it should not be overlooked that all three of the scheduled
carriers certificated to serve the New York-Miami route suffered net losses in
19460,

While the most serious diversionary operations of the supplementals were
concentrated in fiseal 1960—as in prior years—in the transcontinental and Flor-
ida markets, there is beginning to emerge another, and highly disturbing pattern.
Within the past year to 18 months, the supplementals have developed a regular
pattern of virtually daily service from Chicago to San Antonio and from New
York to San Antonio, the latter routing occasionally picking up such inter-
mediate points as Philadelphia, Washington, or Pittsburgh. These operations,
we understand, are aimed principally at carrying Air Force recruits to Lackland
Air Force Base for basic training,

This recruit traffic, it shonld be pointed out, was originally developed by various
of the scheduled airlines, The original development of this trafiic reflected a
vigorous sales effort by the certificated carriers to convince recruiting officers
of the feasibility and advantages of air service for recruit movements. The
recruit movements can be readily handled on normal scheduled operations, and
have been a significant source of revenue to earriers such as Braniff, with its
Chicago-Texas and New York-Texas routes.

The last time we checked—about 8 weeks ago—these Air Force recruit move-
ments were running about 1,400 passengers a month out of the New York area,
and about 1,200 passengers a month out of the Chicago area.

The loss of these revenues is bad enough. What is really disturbing is the
method of operation, and the portent of future increased diversion- —particularly
if the individually ticketed authority of the supplementals were to be enlarged.

The way the supplementals conduct this San Antonio operation, as we under-
stand it, is this:

The recruits are individually ticketed. Accordingly, no one supplemental
participates more than 10 times a month in either the New York to San Antonio,
or the Chicago to San Antonio operation. But some days one supplemental,
and some days another operates the flight. The supplementals collectively thus
offer a daily service, Monday through Friday. And this is sold through what
amounts to a joint sales force on the payroll of the supplemental carrier trade
association.

Whatever the argument that this sort of concerted activity to establish a
daily schedule under guise of the 10-flight grant falls within the letter of the
law, it is nevertheless a clear evasion of what the Board said it was authoriz-
ing when it gave the supplementals the 10-flight privilege.

And, the more one probes into this operation, the more apparent are its dele-
terious effects on the basie, scheduled airline system. The reeruits—together
with other passengers—are collected at central points, such as New York and
Chicago, from the surrounding area. Thus, a scheduled airline—or a railline
or busline—may be used as a “feeder” providing the short-haul transportation
from, say, Boston or Providence to New York. Whenever the supplementals
can assemble a passenger load sufficiently near the capacity of the airplane to
be profitable, they take the long-haul part of the trip, New York to San An-
tonio. If it appears that, on a given day, the group will be too small to be
profitable, the supplementals do not operate, and it is up to the scheduled air-
lines to provide the lift. Conversely, any excess on a given day may be reticketed
on the scheduled carriers as being cheaper than operation by a supplemental
at a less-than-capacity load.

Here we have the complete inversion of the concept the Board enunicated in
its supplemental carrier decisions. Here we have, in practical effect, the sched-
uled airlines supplementing the supplementals—feeding them short-haul traf-
fic, handling their overflow, providing the backup for the days they do not
operate.
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And the manner in which the supplementals have, through concerted action,
invaded this established scheduled airline market holds serious portents for the
future. There are persistent rumors that they are planning to set up more
such routes, perhaps from west coast points to San Antonio, as well as in other
areas.

This San Antonio pattern of operation could well be the embryo of disastrous
inroads by the supplementals into scheduled airline markets. In the particu-
lar instance, the collective operation has already achieved virtually daily
schedules over two routes. The potential, even under the present 10-flight
grant, is staggering. The 25 certificated supplementals, in the aggregate, could
operate up to 250 flights a month, in each direction—S8 flights a day—over any
or all domestic routes.

And, if H.R, 7512 were to be enacted, the potential for disruption of the sched-
uled airline system would be multiplied immeasurably. For H.R. 7512 would
authorize each of the supplementals to operate 192 individually ticketed flights
a year between each pair of points. This would permit one supplemental to
operate a daily schedule for 6 consecutive months, Then a second supplemental
could take over the route for the next 6 months. It would be a simple matter
for the sales and ground personnel to transfer from one payroll to the other
every 6 months. Thus, 2 supplementals could maintain a daily, year-round
service; 4 conld make it twice a day; 6 could make it 3 schedules a day; and
s0 on up to 12 flights a day, if all 25 supplementals were to operate in the same
market. And this could be repeated over and over, in any or all the markets
in the Nation.

What this would amount to would be the virtual abandonment of the regulatory
basis of the Federal Aviation Act. For such reasons, we regard H.R. 7512 as
extremely dangerous, and, accordingly, we oppose it.

CONTINUATION OF INDIVIDUALLY SOLD AUTHORITY FOR THE SUPPLEMENTALS, UNDER
THE PROPOSED BILLS, INVOLVES THE PERPETUATION OF UNSOUND REGULATORY
PRINCIPLES.

To this point, T have been critical of individually ticketed and individually
waybilled authority for the supplemental air carriers because of the adverse
impact on the financial and economiec conditions of the scheduled airline industry.
I have pointed out that the Board justified its 1955 decision to enlarge the supple-
mentals’ authority on the grounds of the “health and prosperity” of the scheduled
airlines. I have pointed out that this justification is inapplicable today—and,
indeed, could not well have been advanced at any time since 1955. I have pointed
out how the individually sold operations of the supplementals under the 10-flight
grant have been damaging to the scheduled airlines, and how their continued
possession of this authority threatens even more serions damage in the future.

At this point I would like to turn to another, and separate, ground of objection
to continnation of the supplementals’ individually sold authority; namely, that
it is unsound in principle for the Board to have the power to do such things as—

(a) use the certificate as a device to dictate schedules, equipment, and
facilities;

(b) issue certificates for individually sold, route-type service, without
specifying points to be served ;

(e¢) certificate on the basis of “general” fitness, regardless of the limited
experience and fitness of the particular applicant.

Before taking up these points, I would like to review briefly the background of
the Federal Aviation Act of 1958 and its predecessor, the Civil Aeronautics Act
of 1938.

As the committee will recall, the Civil Aeronautics Act of 1938 was adopted to
deal with a sitnation which one of the congressional committees recommending
the legislation deseribed as *chaotic.” Of the $120 million invested in the indus-
try to that date, half had been lost. The excessesof unregulated competitionand
lack of security of route jeopardized ability to attract private investors and
build the kind of air transport systems the public interest demanded. As the
late Senator MeCarran eloquently put it, the legislative studies by this committee
and other committees “revealed that if we were to expect air transportation to
develop into a sturdy form of transportation, rather than a perilons adventure,
the economic stability of this industry had to be assured.”

Progress toward this goal of a sturdy, economically stable, air transport indus-
try is far from complete. For the investor in an airline, the adventure has not
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ceased to be perilous. The low earnings and fiscal turbulence of the last 5 years
make clear that an airline certificate is not a sinecure. They also make clear
that, at the present time, proposals for change in basic elements of the act should
be serutinized with particular care, and adopted only if careful deliberation
indicates they will strengthen—and not weaken—the underlying congressional
plan for regulation of air transportation.

The keystone of this regulatory plan, as has often been said, is the certificate
of public convenience and necessity.

The Congress has carefully defined the terms sand content of such certificate,
and the conditions upon which it can be issued, so as to insure that it not only
will give the holder a measure of security of route, but also will assure that his
operations wil lserve the public interest. At the same time, the act seeks to
make sure that certificate holders will function as private enterprise—companies
dedicated to public service, subject to Government regulation in the public
interest, but nevertheless private enterprise.

Thus, the certificate prescribes the points to be served, and the service to be
rendered. The certificate issues only after the applicant has proved that the
particular service authorized by the certificate will serve the public conven-
ience and necessity, and has also proved that he is fit, willing and able to
perform that service propertly and lawfully. Once the certificate issues, the
holder is obligated to provde safe and adequate service, at just and reasonable
rates, under honest, economical, and efficient management. The certificate may
not, however, be used as a device whereby a Government burean circumseribes
and controls the holder’s right to provide the number of trips, and the aquip-
ment and facilities, which his service to the public requires between the points
and in the type of service covered by his certificate.

These elements of the certificate and the certification process are important
and embody sound regulatory concepts. The pending bills—S. 1969, H.R. 7318,
and H.R. 7512—would detract from the soundness of the regulatory plan in
significant respects.

IT WOULD BE UNSOUND TO USE THE CERTIFICATE TO DICTATE SCHEDULES, EQUIPMENT,
AND FACILITIES

Take, first, the matter of a certificate limitation upon the right to add to
or change schedules, equipment, accommodations, or facilities.

As I noted a moment ago, while the act seeks to enlist private enterprise
in the public service, under appropriate regulation by a Federal agency, it does
not contemplate that such private enterprises will become mere creatures of the
Federal agency. Thus, while section 401 (e) of the act direets that the certificate
shall specify the points to be served, and the service to be rendered, by the cer-
tificate holder, it also specifically states:

“No term, condition, or limitation of a certificate shall restrict the right of an
air carrier to add to or change schedules, equipment, accommaodations, and facili-
ties for performing the authorized transportation and service as the development
of the business and the demands of the publie shall require.”

This is a very important provision to insure that this industry is regulated
as private enterprise serving the publie interest. It says that onece the Board
finds a given carrier fit to provde a given service—passenger, mail, cargo, heli-
copter, or whatever—between specified points, it shall not then seek to manage
such details of his business as telling him what schedules he can operate, and
when, or—to take another example—whether he can use new or only secondhand
equipment,

This inhibition against Government dictation of schedules and equipment is,
we submit, the soundest of regulatory concepts. If the public needs a carrier's
service, and the Board eertificates the earrier for that service, the earrier shonld
be free to compete as vigorously as he can, to build np his business as much as
he can, to operate as often as he can, and to use whatever equipment he can.
This is, we submit, the course most consistent with a free, competitive economy
harnessed to public service. If the very certificate that authorizes an airline to
provide a particular service were also to limit the quantum of service to be
provided, then we would have the most vicious sort of planned economy. The
certificate holder would be told to compete, but not too much: to serve, but not
too much; and to make his business as successful as he could, but not any more
successful than preordained by the regulatory plan.

We believe—and I would like 0 make this very clear—that it is sound for
the Board fo regulate by determining what service the public needs, by what
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carriers, and where. The Board should, we believe, be in a position to certif-
icate two or six or nine or other number of carriers to compete between a
given pair of points in passenger, mail, and freight, or to certificate only a
single such carrier between a pair of points, as it determines the public need;
to determine that over certain routes one or more all-cargo carriers are needed ;
to authorize helicopter service, or pickup mail service, or escorted tour service,
in certain areas—but not in others—in accordance with the public need. Such
regulation of the service to be rendered, and where it is to be rendered, is sound
within the concept of the act. It harnesses the carrier to needed public service—
and gives full scope to his initiative and ingenuity and resources to provide
that publie service the best he can.

It is not, on the other hand, sound to attempt to regulate by authorizing a
carrier to provide a service, but only a little bit of it. Such an approach is
uneconomie. It cirenmseribes the carrier’s opportunity to apply his initiative
and enterprise; it deprives him of the fruits of his endeavor; and it inhibits
him as a competitive force.

The provision of section 401(e) of the act which forecloses the Board from
conditioning a certificate so as to limit the number of schedules was carefully
drawn by the Congress to serve just such purposes as I have outlined. A pro-
posal that the regulatory agency be empowered to limit schedules was consid-
ered at some length—and then killed—by a congressional committee. I will
not, at this time, review the legislative history at length. A single quotation
should be sufficient. Commissioner Joseph B. Eastman apparently struck the
proposal its deathblow when he testified :

“While the bill gives the Commission authority to fix standards of service,
the air ecarriers propose that the Commission be given specific jurisdiction,
upon complaint of other air carriers, to limit the number of schedules flown.
This is an unusnal limitation upon competition, and they should prove their
ase at public hearings before you propose it.” Hearings on 8. 2 and 8. 1760
before a subcommittee of the Senate Committee on Interstate Commerce, T5th
Congress, 1st session, 338 (1937).

The Board, nevertheless, would now like to have this power, It has, indeed,
already—and despite the clear language of section 401(e) of the act—sought
to exercise such power. Early in 1959, it purported to certificate some 25 car-
riers, the former large irregulars, for a so-called supplemental service. One
feature of these certificates was to have been a limitation that the holder could
not operate more than 10 individually ticketed flights in each direction between
any given pair of points in any calendar month. Such a limitation clearly
violates both the letter of the act, and the purpose of the congressional mandate.
It was, not surprisingly, stricken down by the U.8. Court of Appeals, District
of Columbia Circuit. The purported certificates were set aside as unlawful,
and the matter remanded to the Board for further, lawful, proceedings.

The court thus, in effect, told the Board it had undertaken to regulate in an
unlawful and unsound manner, and admonished it to pursue, on remand, a
gound regulatory approach.

We believe the Congress should likewise direct the Board to develop a proper
regulatory approach, within the congressional mandate. We believe the Con-
gress should reject proposals to the contrary.

Under 8. 1969 and H.R. 7318, the Board would be given a potentially far-
reaching blank check to condition certificates so as to control and limit schedules,
equipment, facilities, and accommodations. The Board would be empowered to
issue certificates for “supplemental air transportation,” which would contain
“guch limitations as to frequency of service, size or type of equipment, or other-
wise, as will assure that the service so authorized remains supplemental * * ="
Moreover, section 401(e) of the act would be amended so as to authorize, in a
certificate for “supplemental air transportation,” limitations *“to assure” that
the services are “limited to supplemental air transportation.”

These amendments are, in any view, loosely drawn. There is no understand-
able definition of “supplemental air transportation,” which apparently could
mean whatever the Board chose to regard it as meaning, at any given time, so
long as the Board inserted in the certificate a limitation on schedules or equip-
ment “or otherwise” and said that this would “assure that the service so author-
ized remains supplemental.” The Board has previously said, in an order issued
in 1955, that the term “supplemental” is relative and “not susceptible of rigid
definition.” And, in an article published the following year, one Board mem-
ber went even further and characterized the local service carriers as offering
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“a valuable supplemental service.” By the same token, the service of the all-
cargo and helicopter carriers could perbaps be deemed supplemental. And,
for that matter, I suppose it could be argued that the services of any carrier
newly certificated between points already being served are supplemental and
therefore subject to limitation to keep them supplemental. 8. 1969 and H.R.
7318 do not tie the limitation the Board could impose to 10 flights a month or
any other number; it could, for all that appears in these bills, be 2 flights a
day, or 5, or 10, or 50, or some number to be preseribed in a periodie directive
as to the current definition of “supplemental.”

But I am not here to carp at the looseness of the draftsmanship of these bills.
We have, as I have tried to indicate, a basic objection to any proposal that
would enable the Board to attempt to regulate by controlling such matters as
the schedules and equipment of a carrier. We think this is unsound. We think
the Board has, for many years, been on an unsound regulatory tangent by
attempting to deal with the so-called irregulars or supplementals on the basis
of limitation of schedules. It is, we believe, high time that the Board pursue
a regulatory approach to this group of earriers based on the regulatory principles
embodied in the act,

H.R. 7512 would compound the error by writing a numerical limitation on
schedules into the act. It avoids the pitfall of giving the Board an undefined
“blank check” to limit schedules by certificate conditions. But, having accepted
the unsound principle of schedule limitation in a certificate, it proceeds to set
the limitation at so high a figure—192 flights a year—as to make the limitation
meaningless for the purpose it is ostensibly intended to serve.

IT WOULD BE UNSOUND TO PERMIT ISSUANCE OF CERTIFICATES, FOR INDIVIDUALLY
SOLD ROUTE-TYPE SERVICE, WITHOUT BPECIFICATION OF POINTS TO BE BERVED

The first sentence of section 401 (e) of the act provides that :

“Hach certificate issned under this section shall specify the terminal points
and intermediate points, if any, between which the air carrier is authorized to
engage in air transportation and the service to be rendered * * *"

The requirement that the certificate designate the points to be served, as well
as the service to be rendered, is, we believe, important to the sound implementa-
tion of the congressional regulatory plan. A ecarrier could scarcely be expected,
much less required, to provide adequate service, absent a designation of points,
The purpose of requiring the Board to find a need for service would be neglected
if the carrier could then fly anywhere. There could be neither security of route,
nor regulatory control of competition, if carriers were free to pick and choose,
start up and abandon, routes at will.

As the legislative history of the aet will show, the Congress had such con-
cepts in mind when it deliberately adopted the specification-of-points require-
ment in section 401 (e),

One of the reasons the Board’s purported certificates for “supplemental” air
service were held unlawful is that the Board ignored the plain language of
this requirement, and sought to issue certificates which did not specify points,
but authorized the holders to fly anywhere in individually ticketed services
(subject to the 10-flight limitation)., This departure from the act the Court
quite properly struck down.

Here, again, 8. 1969 and H.R. 7318 propose that the Congress change the act
S0 as to override the Court decision. The suggestion is that a certificate for
“supplemental air transportation”—swhatever that means—"shall designate the
terminal and intermediate points only insofar as the Board shall deem practic-
able and may designate only the geographical area or areas within which service
may be rendered,”

This we regard, for reasons previously indicated, as unsound for individually
ticketed services. An individually ticketed service, by its very nature, should
be responsive to the needs of the public for service between particular points.
If there is a need for such route service, the Board should so find when it issues
the certificate. If it cannot so find, as to any given pair of points, the certificate
should not issue.

It is to be recognized, however, that for a charter service, specification of
points may not be important. The Congress so recognized when it provided, in
the last sentence of section 401 (e) of the act, that a certificate holder may make
charter trips “without regard to the points named in its certificate, under regula-
tions prescribed by the Board.” In so doing, the Congress recognized that ability
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to conduct charter trips, without being trammeled by the particular combina-
tion of points set forth in the route certificate, was an essential adjunet to the
route service, Where the customer’s requirement is for a planeload service, it
frequently embraces a combination of points not wholly on the carrier’s routes,
and perhaps not covered by any combination of certificated routes. Moreover,
since the demand for planeload service between any given pair of points is likely
to be sporadie, it does not always readily lend itself to advance specification of
points in the certificate.

It would, accordingly, do not great violence to the regulatory scheme if the
Board were to issue certificates solely for charter trips which, in lien of spe-
cifying “points” to be served, designated the area or areas within or between
which the charters were to operate. The recent Court litigation, as we under-
stand it, did not particularly focus upon the propriety of an “area” certificate for
all-charter operations., On the other hand, there could well be a question, at this
juncture, whether an all-charter certificate might not have to specify points,
pursnant to the first sentence of section 401(e) of the act, even though the last
sentence of that section might make such specification appear superfluous. If
this is deemed a problem, a simple elarifying amendment should suffice to make
crystal elear the Board's authority to issue all-charter certificates on an “area”
basis. This could be modeled on the second sentence of section 401(e) of the
act, and would read as follows :

“A certificate issued under this section to engage solely in charter trips in air
transportation shall designate the terminal and intermediate points only insofar
as the Board shall deem practicable, and otherwise shall designate the area or
areas within or between which such charter trips may be flown.”

We would have no objection to such amendment.

IT WOULD BE UNBOUND TO PERMIT CERTIFICATION ON THE BASIS OF “GENERAL"
FITNESS, REGARDLESS OF THE LIMITED EXPERIENCE AND FITNESS OF THE PARTICU-
LAR APPLICANT

Section 401(d) of the Federal Aviation Act imposes the basie requirement that
the Board shall not issue a certificate unless it “finds that the applicant is fit,
willing, and able to perform such transportation properly, and to conform to
the rules, regulations, and requirements of the Board hereunder.”

S. 1969 and H.R. 7318 would modify this established “filness” standard, in
the case of applicants for supplemental certificates, by adding the qualification
that the Board “give consideration to the conditions peculiar to supplemental
air transportation, including the nature of the public need found to exist and
the extent of the obligation imposed on an air carrier engaging in such air
transportation to provide the service authorized by the certificate.”

This qualifying language was originally suggested by the Board last year,
for the following stated reason: “The present stringent requirement of fitness
should be reduced so that only general findings of fitness need be made for supple-
mental service.”

In our view, the Congress should not countenance the proposed tampering
with the “fitness" test for certification. It is one of the act's most important
protections to the public interest.

The “fitness” standard is not, of course, a standard peculiar to the Federal
Aviation Act. The Congress incorporated exactly the same language in the
Motor Carrier Act of 1935, and for exactly the same purpose, to screen out the
unfit and irresponsible, and thus protect the public. Likewise, the same language
appears in most State publie utility laws, many of which predate the Federal
legislation.

The urgency of retaining and applying in air transportation the fitness stand-
ard—rthe “stringent” fitness standavd, if you want to use the Board's adjective—
can be readily doecumented. The long and sorry history of the abuse and mis-
treatment of the public by miscellaneous “nonsked” and “irregular” carriers is
a case in point. It ean be directly related to the Board’s failure to apply the
fitness standard to these carriers.

This committee is, of course, familiar with the broad outlines of this sordid
story. 1 would, nevertheless, like to review some aspects of it briefly, so as
to put in perspective the importance of the fitness standard. And, before doing
this, I would like to emphasize our belief that the bulk of the 25 carriers to whom
the Board purported to issue “supplemental” certificates are blameless of the
sort of misconduct which blackened the name “nonsked” and are no doubt fit
for future operations under appropriate regulatory authority. But—and this
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I would also like to emphasize—we do not believe the Board has yet done the
job it should have done, under the statute and in the public interest, in sereening
out the unfit.

The nonscheduled or large irregular carriers, it will be recalled, originally

got into business some 15 years ago under a broad, blanket exemption which
required none of them to show either fitness or a need for his services. By
1947, the Board found that operations by some of this group had “* * * resnlted
in numerous complaints to the Board concerning tariff and operating practices,
including but not limited to failure of such carriers to perform the services
agreed upon, great variations in the fares and rates charged by the same carrier
for comparable service, failure to make refunds to passengers and shippers
for transportation not performed, misrepresentation of equipment, facilities,
and services, and use of inadequate and makeshift equipment and faecilities.”
(Regulations No. 388, May 5, 1947, 12 F.R. 3076.)
These abuses of the public were, it will be noted, the typical sort of thing
likely to occur where a carrier goes into business without adequate financial
resources, a proper organizational basis, and a plan for operations prepared
by competent personnel—the classic tests of fitness, applied by the Board in
normal certificate cases.

But, unfortunately, the Board did not, at that time, undertake a program to
apply a fitness standard to these carriers. It merely required the “large ir-
regulars” to obtain a letter of registration—which issued upon a simple one-
page application, without any requirement as to need or fitness. At one time,
there were 109 of these letters of registration outstanding; the 25 carriers to
whom the Board purported to issue supplemental certificates are the survivors.

By 1949, it became apparent the “letter of registration” program had not
solved the problem. The Board found that “* * * the widespread abuses noted
by the Board in its findings attached to the revision of section 202.1 in May of
1947 bhave not only continued, but in many respects have become greater and
more flagrant.” (Regulations No. ER-142, April 13, 1949.)

At this point, the Board announced a program for a carrier-by-carrier review
of the qualifications of each of the “large irregulars,” looking toward either
cancellation of the earriers’ letters of registration, or issuance of a specific in-
dividual exemption. This program was not, however, earried through. Instead,
in 1951, the Board instituted the Large Irregular Carrier Investigation, docket
No. 5132. The specific fitness of each of the irregulars and the need for his par-
ticular services, were among the stated issues in this proceeding.

And, if ever a record showed the importance of painstaking application of the
fitness standard, this one did. Voluminous evidence was adduced by, among
others, local governments and better business bureans, who—as the Board
found in 1955—were “interested primarily in assuring protection against mal-
practices of which many irregular carriers and their ticket representatives or
owners have been guilty,” Based on this record, the Board and its examiners,
in their 1955 decisions, cataloged—but in greater detail—essentially the same
abuses the Board had found in 1947.

Thus, it was found in 1955 that “the record is replete with evidence that there
has been widespread violation of law and regulation and failure to fulfill the
duties to the public which a common earrier should assume. These matters have
taken the form of * * * stranding of passengers, failure or refusal to make
refunds on tickets where the prospective passenger was not carried. Many
operations have heen started on the basis of complicated financial manipulations
whereby there was no money invested in the business. In some cases, the
transportation tax collected from the travelers for the Federal Government was
used as working capital.”

And the examiners declared that while they “do not find that all of the
irregular carriers have engaged in these wrongdoings, so many have done so
that the matter cannot be shrugged aside as one of isolated individual defections.”

This record, running back so many years and featuring findings made, in
almost the same words, in 1947, and again in 1949, and again in 1955, is con-
vincing evidence of the importance of regulation based on specific findings of
each carrier’s fitness. On each occasion, the Board was referring to the sort
of abuse of the public which most likely reflects attempted operation by a
carrier lacking the financial resources and organizational responsibility that
meet the fitness standard.

Against this background, we believe that the Congress should reject the
Board's present proposal that “only general findings of fithess need be made for
supplemental service.” For entirely too long, the public has haq to suffer the
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consequences of operations by carriers who never met the fitness standard which
the Congress adopted in 1938,

As the Board has advised the Congress, the purpose of this proposal for gen-
eral findings of fitness is to enable the Board to rely upon the same sort of
findings of fitness that it made in its 1959 decision granting supplemental certifi-
cates. These are the findings which the court struck down as not in compliance
with the act. And even a brief analysis of these findings will indicate doubt that
the Board has yet attempted an adequate screening of these carriers for fitness,
having in mind the important protection to the public involved. Thus, one of
the applicants who was found fit had a net worth of barely $19,000, including a
fleet consisting of a wrecked DC-3 purchased for $75, and another of the appli-
cants had a negative net worth of over $188,000. The first had not operated at
all for 6 yvears, and the second only sporadically since 1954 ; nevertheless, each
was given certificate authority to operate nationwide passenger or cargo services.
This sort of approach is virtually an open invitation to more of the stranding of
passengers, failure or refusal to make refunds which has been all too frequent
in the past.

Under the Board's general findings of fitness, ecarriers which had formerly
operated only charter flights, or flew exclusively for the military, were author-
ized to engage in individually ticketed passenger service; carriers which had
flown only overseas were authorized to operate domestieally; carriers which
nhad carried only freight were authorized to transport passengers:; carriers
which had operated mainly in or from Alaska or from southern California,
were authorized to conduet all of the above types of operation throughout the
United States. This sort of seatter-shot approach to fitness the Court recognized
as contrary to the congressional mandate. As the Court said: “In many in-
stances, the prior operations of individual applicants had been small or
specialized, and in many instances the financial resources, adequate for the
types of operations theretofore conducted by the carriers, were inadequate for
operations of the scope authorized by the certificates.”

But the inadequacy of this generalized approach to fitness becomes even more
apparent when one considers cases where the Board apparenfly would have
certificated the applicant as “fit,” had not the vagaries of fate caused it to
reopen the proceeding for additional evidence.

Thus, the Board's 1959 decision found one applicant “fit” on the basis that,
while its corporate balance sheet showed inadequate finances, its prineipal stock-
holder was a man of means who could make good any losses. This, in itself, is a
curious finding for a regulatory agency, since it seems to say that a wealthy man
can rely on his personal wealth to establish finaneial “fitness of an incorporated
carrier—but still keep himself in a position to draw at will the corporate veil
against the earrier's creditors. In any event, it transpired that the principal
stockholder had died shortly before the Board's decision. The Board discovered
this fact before the certificate had been physically delivered to the carrier, and
withheld issuance of the certificate pending further proceedings to determine
what provision, if any, had been made to replace the prior stockholder. The
significant point may well be that, had death here occurred some few weeks
later, when the certificate was firmly in the hands of the corporate applicant,
there would have been no way for the Board to recall its action.

In another instance, the Board's examiners found an applicant financially
“fit,” but the Board deferred final decision because of a reported change in man-
agement. On September 25, 1959, the Board entered an order, consented to by
the carrier, which suspended its operating authority on the ground that it had
become bankrupt and ceased operations, and because of its “failure fo make
refunds of tickets purchased from it,” failure “to perform flights due to its
financial inability to provide the necessary flight equipment and personnel” and
“to give proper and adequate notice * * * to persons holding tickets and reserva-
tions,” which activities “caused great financial and personal hardships involv-
ing the subjection of many passengers to inconvenience and serions physical
discomfort.”

And g0, in September 1959, we find a Board order, directed to a carrier which
was apparently regarded as financially fit under the “general” fitness standards
the Congress is now asked to approve, which echoes the same things the Board
found wrong in its public statements in 1947, 1949, and 1955.

In our view, there is no reason why the Congress should now amend the act so
as to validate relaxation of the fitness standard.




218 LIMITED AIR CARRIER CERTIFICATES

THE “FIRST EEFUSAL” PROPOSAL IN H.R. 7612 I8 UNFAIR TO THE PUBLIC AND THE
BCHEDULED AIRLINES

R.R. T512 proposes that, by law, “supplemental air carriers shall have the right
of first refusal in the operation of all charter trips in interstate, oversea, and
foreign air transportation.” [Emphasis supplied. ]

This would mean that a member of the public wonld be denied the right to
choose to charter from a scheduled airline so long as any supplemental exercised
its “right.”

The public would be deprived of this freedom of choice even if the supple-
mental's price were higher.

It would be deprived of this freedom of choice even if the supplemental's equip-
ment were inferior.

It would be deprived of this freedom of choice even if the supplemental had
left stranded its last three loads of passengers.

It would be deprived of this freedom of choice whatever the potential char-
terer’s reason for not wanting to charter from the supplemental which demanded
its “right.”

But this is not all. The supplemental’s “right.” under the sweeping language
of H.R. 7512, would extend so far that a scheduled airline conld not even operate
a charter over its own certificated route so long as any supplemental asserted
its “right,” at any price and under any conditions.

A case can be made for a policy, a regulation, or a law that assures a carrier
of equal opportunity, or even preferential opportunity, to provide charter and
contract services over the routes for which it holds certificates of public conven-
ience and necessity, The certificate holder is obligated by law to provide adequate
service over the route. It is only equitable to give him equal, or greater, rights
to operate charter and contract services over that route than acerue to a carrier
who has no obligation to serve the route.

No case can, however, be made for giving carriers—such as the supplementals—
who have no obligation to provide any service whatsoever, a statutory right
to oust certificated earriers from charter service over their own routes.

ALL-CHARTER AUTHORITY AFFORDS A SUITABLE AND PRACTICAL BASIS FOR SUPPLE-
MENTAL CARRIER OPERATIONS

Certificates solely for charter operations would be consistent with the regula-
tory approach of the act, and would rest on sound principles. Such certificates
would embody regulation based on what service is to be provided, where, and by
whom, instead of trying to permit certain carriers to engage in a little sched-
uled air transportation, but not very much. And it is clear that contract and
charter services have provided a fertile and growing field for the certificated sup-
lemental carriers—a field which, indeed, constitutes the bulk of their operations.

The latest revenue data for the supplementals, published by the Board, are for
the year ended June 30, 1960. These data are based on the supplementals’ official
financial reports to the Board. Comparison of the fiscal 1960 data with those
for prior fiseal years shows that, since the Board by its 1955 decision enlarged
the scope of supplemental charter operations, the supplementals have expanded
rapidly in the charter field. The rate of increase, for the 25 certificated sup-
plementals, is indicated in the table below :

Percent increase

: Contract :m:l‘ e = H o Y ] .
Year ended June 30— charter

revenies Over prior Over fiseal

( Thousands)

£21, 810

24, 036
27, 788
30, 606
47,111
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During this same 5-year period, while the charter and contract revenues of
the 25 certificated supplementals more than doubled, the operating revenues of
the domestic trunklines increased by only about 12 percent per year. It is thus
abundantly clear that the charter field which the Board opened to the supple-
mentals in 1955 gave them a very real opportunity for business growth.

These same revenue data, as reported by the supplementals and published by
the Board, also reveal that charter and contract services have generated the bulk
of the revenues of most of the 25 certificated supplementals. Individually
ticketed passengers and individually waybilled freight services are of lesser im-
portance. Thus, for the 2-year period ended June 30, 1960, Transocean and U.S.
Overseas—only two of the certificated supplementals—aceounted for almost 85
percent of the individually sold revenues of the entire group of 25 earriers. For
the remaining 23 carriers, charter and contract accounted for 94 percent of total
transport revenues, and individually sold services accounted for only 6 percent.

The eagerness with which some supplemental carrier spokesmen seek access
to noncharter markets should not be permitted to obscure the facts as to their
growth and success in charter markets.

It should be noted that the Board's two hearing examiners, in their initial
decision which led to the Board's 1955 decision, originally found that the au-
thority granted these carriers should be basieally only to conduct charter opera-
tions, and should not include authority to conduet individually ticketed services
of a route-type nature. Two members of the Board advoeated the all-charter ap-
proach, but were outvoted by the three members who felt that a limited individu-
ally ticketed authority should also be granted. Thus, of the seven men who
devoted their talents and expertness fo deciding the scope of the authorization,
four rejected the notion that the 10-flight grant for individually ticketed flights
would serve the public interest and accord with the sound regulatory concepts
of the act, while only three favored a limitation-of-schedules approach.

Available data—such as those cited above—would seem to indicate that the
four were right, and the three were wrong. This is particularly so since the
three based their decision on the notion that the “health and prosperity” of
the certificated carriers “permitted” expansion of supplemental carrier opera-
tions. Whatever may have seemed to be the “health and prosperity” of the
scheduled airlines in 1955, in no year since could any such basis have been
asserted for expanding supplemental operations.

The Board has not, in any public pronouncements since 1955, reaffirmed its
1955 decision on the basis of reevaluation in the light of developments since
1955. It has, at each stage, merely said this was decided then, and so should
be done. Indeed, the current Board is in the paradoxical position of asking the
Congress to amend the act so it can certificate the supplementals for ‘the scope
of operations deemed sound in 1955—or for an undefined greater scope of opera-
tions—while at the same time it asks the Congress for an appropriation to hire
outside consultants to make a “study” and tell it what the proper role of the
supplementals shonld be. The Board has requested a $50,000 appropriation for
this purpose. Part of the justification for this request, in the Board’s testimony
before the Subcommittee on Independent Offices, House Committee on Appro-
priations, on March 27 of this year, was “We have to have some detailed think-
ing based on studies of what should be the role of the supplemental air carriers
in the future * * *. I do not think any of us can give you any answer today
on what we think it should be.”

The situation is accordingly this: The “health and prosperity” basis of the
1955 decision is exploded. The Board has not reexamined that decision, The
Board appears uncertain that its prior decision was right.

Under all the eircumstances, we submit that this is no time for the Congress
to enlarge the operating authority of the supplemental air carriers. Nor is it
a time for the Congress to empower the Board to enlarge the supplementals’
operating authority, in an undefined manner, at an indefinite future time, un-
der a scheme which involves basically unsound regulatory prineiples. The most
that the Congress should do, at this time, would be to amend the act so as to
make clear that the Board could issue certificates for all-charter operations.

Such congressional action would not foreclose the Board from completing
its studies—either through outside consultants or through its own staff—and
then proceeding as an up-to-date evaluation of the problem might indicate.
Meanwhile, the supplementals would be enabled to conduct all-charter opera-

tions, on a sensible and practical basis, consistent with the regulatory precepts
of the act.
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For such reasons, we support H.R. 7679. We oppose H.R. 7512, H.R. 7318,
and 8. 1969.

Mr. Treron. In reviewing the testimony which has been put before
the committee in the legislation that is before it, it appears that
what the Civil Aeronautics Board has presented to the committee,
and what they have asked the committee to do, is twofold: First,
to validate certain certificates issued a number of years ago to the
supplemental air carriers, which certificates were held to be un-
justified legally by the court of appeals, and thus were held invalid,

Second, they have asked the committee to go beyond that, and
to give the Board broad new powers to issue a different type of certifi-
cate. The new type of certificate would be identifiable primarily by the
fact that it could be issued notwithstanding one of the major prin-
ciples written into this statute in the beginning. This committee
back in 1938 and its associated committee in the Senate decided that
the Civil Aeronautics Board in issuing a certificate could not place
limitations upon schedules, equipment, or accommodations of the air
carrier. The Board recommends that the committee abandon that
principle with respect to the supplemental certificates.

Those are the two things the Board has asked this committee to
do. In determining whether the Board’s recommendations should
be agreed to, it is important to recognize the problems that will nec-
essarily result from going forward with those suggestions. In grant-
ing these original certificates to the supplemental carriers which in
very brief provides that they may operate full plane charters and
that they may operate each of them 10 trips a month between any
two pairs of points in individually ticketed service, the Board did,
and recognized that they did, establish authority for a very high
volume of additional air transportation operation in this country,
over and above the scheduled air transport system which, as you
gentlemen know, is a very elaborate, extensive, and highly competi-
tive system. The Board recognized that, went forward and did
it anyway.

In considering whether that conclusion should be validated, rati-
fied in effect by this committee, it is necessary to consider that deci-
sion in the light of today’s conditions in the air transport industry.
This committee follows the fortunes of the air transport industry
very carefully, I know, and we appreciate it. But let me just empha-
size some circumstances with which the committee is familiar that
affect our industry right now. We are in a acute financial depres-
sion, and there is no doubt about it. I will spell out in some detail
the manifestations of this depression.

It is interesting to recognize that when the Civil Aeronautics
Board issued these certificates some years ago in the proceeding, the
scheduled carriers argued that the extensive certificate grants involved
would hurt the scheduled air transport industry financially. The
Board took that argument into consideration and issued these cer-
tificates with the elaborate additional air transport authority they
provided and said this:

It is the fundamental health and prosperity of the certificated carriers that
has permitted us to expand the area of competitive services by those carriers,
and it is the same health and prosperity that permits us to enlarge the area
of operations of our supplemental air carriers without undue concern over
the impact of this action upon our certificated system.




That statement was made in their decision in 1955 which defined
the scope of supplemental carrier operating authority, and it was
on that basis that the Board gave these carriers such extensive au-
thority upon the basis that at that time the health and prosperity
of the scheduled air transport industry was sufficient to permit these
elaborate grants.

Now, look at today’s situation, and it is necessary, since this com-
mittee 1s asked to validate the Board’s condition, 1t is necessary to
see whether that fundamental determination of the Civil Aeronautics
Board any longer holds true. I think very quickly the conelusion
will be reached that that conclusion is not true. In 1960, the 12
domestic trunklines reported an industry net profit of $1,188,000 on
a gross business of $2 billion. What that means is this: The domestic
trunklines earned a profit, as profit, 5 cents on every $83 of sales. The
typical U.S. corporation earns about 5 cents on every dollar of sales.
Consider this record particularly on the basis of the Board’s con-
clusion in its general fare investigation with which this committee
is familiar. It was an important investigation which extended over
a period of 414 years which had as one of its main purposes the deter-
mination of what rate of return, what level of profit, the industry
should have in order to continue its growth and development and in
order particularly to finance itself through private financing.

The Board conducted this investigation with literally mountains
of evidence before it, with many financial experts testifying, including
an expert especially retained by the Board for the proceeding.

The Board determined after all this that the return on investment
needed by the domestic trunklines to continue their development to
finance themselves was 1014 percent on their investment.

Mr. WiLriams. You mean 101 percent annually on their invest-
ment ?

Mr. Treron. On their investment, that is right. A rate of return
of 1015 percent on their investment.

To illustrate what this means in terms of money, the investment of
the 12 trunk lines attributable to domestic operations in 1960 was
slighly over $1.6 billion. On this they should have earned at the rate
of return found needed by the Board $172 million. This would have
covered interest payments of $43.8 million and provided a profit after
interest of $128.2 million. Instead, as previously stated, the trunk-
line profit after interest was only $1,188,000, or an earnings deficiency
of $127 million. That is not just 1960. That has been going on now
for 5 years. We have an accumulated earnings deficiency on that basis
over this 5-year period of $285.2 million. A deficiency of that much.

There is a table on page 11 of my statement which sets forth in
detail those figures. T shall not read it except to point up the fact
that it does illustrate how far short the industry is falling of what
the Board considered after this investigation was necessary for our
development. There are one or two things that need to be emphasized
about that table.

One thing it does is that it shows we have had a great growth in
traffic. Tt shows further that that great growth in traffic has not been
carried forward to earnings. This is a very important characteristic
because it indicates great promotional efforts and successful promo-
tional efforts in making traffic grow, but no earnings.

72536—61——15
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The second thing that is extremely important to this committee that
has long been familiar with railroad difficulties is how our interest
charges have gone up. In 1956, as you will note, we had $10 million
annually of interest to pay. That i1s a fixed charge you have to pay
or go bankrupt.

Mr. Frieper. Mr. Chairman, may I ask the witness a question?

Mr. Wintiams. Mr. Friedel.

Mr. Friepen. Mr. Tipton, on page 11, I notice in 1960 your operat-
ing revenue was $1,943 million. Your net profit shows $1,200,000.

Ir. Treron. Thatis right.

Mr. Frieper. Then you show a rate of return of 2.7 percent. If
you show a net profit, how can you show a deficit ?

Mr. Treron. In considering what the Board means and what we
mean by rate of return, it is actually your profit-plus-interest charges.
So in measuring the rate of return, the net profit was $1.2 million
as you notice on the bottom there, the interest on debt was $43.8 million.
That is what we had to pay in interest before we got what was left
over. That works out to a rate of return on investment of 2.7 percent.

Mr. FriepeL. Are you anticipating your earnings deficiency on what
the CAB feels you are entitled tof?

Mr. TreroN. I see where I have not made myself clear. We are not,
showing an industry deficit. We are coming about as close as we can
to it. We are not showing an industry deficit. We actually made a
little bit less than $1,200,000.

Mr. Frieper. I understand that.

Mr. Treron. But on the Board standard our deficiency on what we
should have earned in order to be in good shape was $127 million.

Mr. Friepen. You are thinking of the rate of return that the CAB
thought you should make on your investment. That would have been
$127 million more.

Mr. Treron. Just about—$128.2 million. What I am emphasizing
here is that the Board set up a standard of what we should have made
in order to be regarded as economically sound, which is our objec-
tive, and their objective, too, and in this 5-year period we have fallen
short by $285 million. I was emphasizing, as I went along here, that
our interest charges have gone up from $10 million in 1956 to $43.8
million in 1960, over a 5-year period. This year we were able to meet
those interest charges, but just barely. Our jet reequipment program
is continuing and further borrowings will be required and further
increased interest charges will be involved. I emphasize the interest
charges particularly because they are a fixed charge. They can’t be
passed like a dividend. They are a fixed charge and you must make
1t or you will go bankrupt. That is just real clear. The reductions in

arnings have a further important impact. Our industry has all duor-
ing its existence maintained itself, and maintained its growth and its
development of new equipment and new practices and the like, to a
very high degree on retained earnings. I am sure airline stockholders
would agree with me on that, because airline stockholders have not
received much attention or money. When we have earnings deficiencies
of this sort, we still have to maintain and continue our development.
So what that means is borrowings instead of using retained earnings.

As these figures quite clearly show, the industry cannot manifest
that growth and prosperity at the present time that the Board relied
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upon in granting these certificates originally. We do not have the
health and prosperity that they referred to. As a matter of fact,
with the heavy burdens of the jet revolution being compounded to a
certain extent by a leveling off presently of our growth, and that
leveling off is carrying forward into the first 4 months of this year,
too—we suffered a $16 million loss as an industry, and this is not
an earnings deficiency. This is a loss of $16 million for the first 4
months of this year. It is a matter which is giving our industry deep
concern, and I think it must give this committee deep concern, too.

Now, it is sometimes said, and has been in the past, that the scope
of authority of the supplemental carriers does not make any differ-
ence anyway because tsley have no impact on the financial health of
the scheduled airline system. I think we must examine that conclu-
sion very carefully now, because of the very difficult state of the sched-
uled air transport system’s financial health at the moment. So let us
look at the traffic figures of the supplemental carriers, the 25 supple-
mentals, that the Board issued certificates to.

The latest data published by the Board on their financial and oper-
ating results is for the fiscal year ending June 30, 1960. During that
year the 25 supplemental certificate holders reported individually sold
revenues of $11,574,000. In addition, individually sold revenues of
$9,764,000 were reported by irregular carriers whom the Board did
not certificate. The aggregate revenues were $21,338,000 for the sup-
plemental carriers.

Mr. Frieper. Can you break that down between the military and the
public?

Mr. Treron. This is individually ticketed traffic. Tt does not in-
clude charter traflic where most of the military traffic is carried. It
may include some individually ticketed military personnel, but it is
not primarily that, I am sure; $21 million in the aggregate. Just to
get the significance of that figure, that happens to be 17.7 times the
domestic trunkline profit for 1960.

Mr. Witrzams. Are you referring to the gross revenues received by
these supplemental carriers?

Mr. Treron. That is right.

Mr. Wirriams. And are you referring to your net or your profit ?

Mr. Trerox. That is right, the $21 million of gross revenue from
individually ticketed traffic.

Mr. Witniams. Do you know how much was profit to these supple-
mental carriers?

Mr. Trerox. No, I can’t state their profit. The point is that this
is $21 million of revenue that was diverted from a scheduled airline
system which in view of the fact that that system must operate any-
way and has been operating during this period at load factors of
under 60 percent, if carried by the certificated carriers, would have
been carried forward to net profit by the certificated carriers. The
important thing here is the amount of traffie diverted, and not the
profit the supplementals made on it. What is more, as you look at
the patterns of service provided by the supplementals, you find that
they are conducted over routes served by the certificated carriers.
The flight reports show that they were almost all over routings di-
rectly competitive with scheduled carrier routes. For example,
Transocean’s operations were principally between Hawaii and Cali-
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fornia. U.S. Overseas operated almost entirely in the classic non-
schedule pattern, New York-Miami and Chicago-Miami and between
New York and Los Angeles and San Francisco, usually via Chicago.
Capitol concentrated on the Chicago-Miami and New York-Miami
markets. The pattern of operations also indicates how this 10-flight
authority for individually ticketed business can do real damage in
specific stances. For example, the New York-Miami operations
of U.S. Overseas and Capitol, each of those carriers tended to operate
about eight flights a month in each direction between New York and
Miami. These flight were almost without exception on the Friday,
Saturday, and Sunday period, the time of the week when traffic is
best in that market as vacationers start and end their trips. So that
{he three scheduled carriers that operate the service, New York-
Miami, were left with the lean days of the week and given less oppor-
tunity to recoup on what should have been the best traffic days.

Mr. Frieper, Are you saying that the three supplemental carriers
fly from Miami to New York!?

Mr. Trerox. The supplemental carriers that I was referring: to
here are U.S. Overseas and Capitol, two of them, that conducted
operations between New York and Miami. There are three sched-
uled airlines that operate that same route, Miami-New York. That
is Eastern, Northeast, and National. In considering these operations
by the supplemental carriers on the weekends, as I have noted, you
have to take into account the fact, noting again the chart on page
15, Eastern, National, and Northeast in the aggregate lost $19 million
operating that route during 1960.

Another illustration of the impact of this individually ticketed
supplemental operation on scheduled carriers is the operation which
we have just seen develop in recent months dealing with recruit
traffic from the Northeast to San Antonio and from Chicago down
to San Antonio. It indicates a method of service that is obviously
possible under the 10-trip authority and which should give everyone
concerned a great deal of difficulty. Here is the picture:

Quite a long time ago the scheduled carriers developed a very exten-
sive program in convineing the military agencies that they could use
air transportation to serve their recruit traffic, their traffic moving
recruits from all parts of the country into the major training base at
San Antonio. They got convinced, and the scheduled carriers devel-
oped a good business that way. Recently, that recruit business has
tended to dry up, for this reason. Several of the supplemental car-
riers who have the right to operate 10 trips a month between, for ex-
ample, New York and San Antonio, and Chicago and San Antonio,
have arranged their operations so that they in effect provide service
5 days a week up mnﬁ down that route. The recruit traffic thus is
yrovided with the necessary service, and in effect what has happened
1s that the scheduled carriers that long handled that business have
become supplemental to the supplementals, because there are carriers
in New England that gather up the recruit traffic, take the short. haul
into New York or Newark, pick up by supplementals operating the
pattern I have described into San Antonio. If the supplementals in
arranging this transportation find that they have more recruits than
they can handle on a particular flight, they put them on the scheduled
airlines so we back them up, in effect, with capacity.
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The net effect of it is that the scheduled system has lost that traffic
and it has moved into supplemental operations. It amounts, as I re-
call, to 1,400 passengers a month out of New York and 1,200 pas-
sengers a month out of Chicago. That is a very substantial diversion.

Mr. Friepen. What is the reason for that? Can they do it cheaper
or furnish better service?

Mr. Treron. They can do it cheaper. They don’t have to operate
service all the time. They can arrange their ?n:uls very effectively so
as to move them at very high load factors. The net effect has been
to provide that kind of diversion.

Mr. Frieper. Will you develop that matter where you said three
supplemental airlines work together and run 5 days a week ?

Mr. Treron. That is right. Under the Board’s certificate author-
ity, each one is permitted to operate in individually ticketed services
10 trips a month. For three that is daily. If three get together in
their service, that is a daily service between these two pairs of points.
That is a pretty dependable service going every day.

Mr. Friever. Is that permitted under the present law?

Mr. Treron. I have not examined the legality of this particular
kind of operation. At least no one that I know of has made a charge
of illegality against it. There might be some question about it, but
we have not made any such charges. The fact of the matter is that
it can be done.

Mr. WirLiams. It would appear to me that there might be a possi-
bility that the antitrust laws might take over the cases where these
airlines get together and operate in that fashion. Have your attorneys
explored that possibility ?

Mr. Treron. No. I am too awestruck by the difficulty of the anti-
trust laws to make an offhand comment on 1t, too. I must say I never
considered the possibilities that there was an antitrust violation here.

Mr. Winriams. I would think that the airlines would consider prac-
tically every possibility if they are really this much concerned over
the operation of these supplementals. I just wonder what steps have
been taken by the airlines.

Mr. Treron. I will tell you what steps have been taken. There is a
clash of salesmen over it right now, each one trying to sell the trans-
portation people of the military on routing the traffic their way. That
is what the airlines are doing about it right now. I suppose that is a
pretty good thing to do about it. I think that it does illustrate the
point. Of course, it is not the first time that anyone ever considered
this possibility because it is an obvious possibility to run these opera-
tions end on end between two pairs of points and wind up with a daily
service that really provides great difficulty for the airlines over whom

ou are operating. In the Miami-New York business it is particu-
arly difficult because that is a very highly competitive route in which
the carriers are having real trouble. In that case any bit of traffic
that goes off a scheduled airline system gives them reason for concern.

One brief comment on H.R. 7512 which provides for the operation
by each of the supplementals of 192 individual ticketed flights a year.

Mr. Winriams. That is the Moulder bill.

Mr. Treron. That is right. That would permit one supplemental
to operate a daily service for 6 months between his chosen two pairs
of points or more. Then a second could move in for the second 6




226 LIMITED AIR CARRIER CERTIFICATES

months. It would be a very simple matter of transferring personnel
from one payroll to another every 6 months and establish a daily serv-
ice just about anyplace yon wanted to establish it. I think the net
effect of this, considering the great difficulty with which the scheduled
industry is faced now, is that adding this individually ticketed service
with all of its possibilities of confusion and chaos and expanded un-
known competition, that it is quite clear that the extension of this in-
dividual ticketed authority holds possibility of hurting the scheduled
system a great deal. It 1s in a situation right now where it cannot
afford to be hurt further.

I have been talking for the most part about the practical present
application of the individually ticketed authority. Let me move now
to a discussion of this Board proposal in principle. They propose
that in the case of a supplemental certificate they be permitted to
regulate the schedules, equipment or accommodations of a carrier—
a certificated carrier—in any fashion they choose. A supplemental
certificate really is not defined in the bill proposing it. The Board
has, I am sure, recognized that the term “supplemental” is a very
vague term, one that does not submit to easy definition. Neverthe-
less, by calling a certificate supplemental, the Board is relieved of
this prohibition which forbids them to regulate the schedules, equip-
ment, or accommodations of a carrier. That prohibition which ap-
pears in 401 (e) of the Federal Aviation Act did not just get in there
when nobody was looking. That was a provision which was disputed
before the committee, discussed at length, and it was finally inserted.
As a matter of fact, it was at the suggestion of Commissioner Eastman
of the ICC that the committee decided that a regulatory agency should
not be given that power. I don’t think that the regulatory agency
should ever be given that power, because it permits not regulation but
management. Regulate your schedules—so many schedules a month,
a week or any other kind of limitation on schedules that seems to be
appropriate at the moment. Equipment—decide your equipment,
what kind it shall be, how much it shall be. Accommodations—what
provisions shall be made for the traffic that you are going to carry.
It was a wise decision to say that if a certificate was issued, those
phases of the operation could not be regulated by the regulatory
agency but were to be determined by the management.

This limitation upon schedules in effect says that we are going to
certificate you to provide a type of operation, but we are going to fix
it so that you can’t provide very much. It says you can develop, but
not very much. You can operate, but not very much. You can pro-
vide a public service, but not very much. One difficulty with that
is that 1t is just contrary to human nature. An operator who gets a
certificate is successful, he wants to expand his business and to move
on and to give more public service. It is flying in the face of that
tendency to say that he cannot give very much of it. Under the
present law, the certificates require service over these routes, and they
i effect tell you, “You expand and develop your business the best
way you know how,” and that is what has been done. That is to the
great credit of the industry, I think, even though we have gotten
ourselves into difficulties as the result of it from time to time. The
important thing is that if you authorize a carrier to conduct a par-
ticular service, then he should be permitted and required, as a matter
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of fact, to develop his business the best way he knows how, to use the
equipment that he thinks fits his service, to provide the accommoda-
tions that he thinks are right. No regulatory agency should be per-
mitted to tell him he can’t. As we have said to the committee, we
have supported the giving to the supplemental carriers a full plane
charter authority. In making that recommendation, we have con-
templated that the ones that have this full plane charter authority
within a particular area will be told “Operate just as many charters as
you can get and operate the finest equipment you can get hold of, or
the oldest, so long as it is safe, depending upon your managerial
judgment.” ] ¢

We would not like to have this type of restriction imposed upon
scheduled carriers and we don’t recommend them for anybody. I
think the Board is asking for too much when they ask to be relieved
of that restrietion. I think this committee would be doing long-term,
great damage by withdrawing that principle from the statute. I am
turning now to page 33 of my statement.

I want to talk now again in principle relating to the Board’s pro-
posal. At the present time the statute provides that a certiﬁcu:te may
not issue to an applicant unless the Board finds that the applicant is
fit, willing, and able to perform such transportation properly and
conform to the rules, regulations and requirements of the Board there-
under. The Board asked the committee to endorse a change in the
law, which would add a qualification to that, which would say in
effect that giving consideration to the conditions peculiar to sup-
plemental air transportation, including the nature of the public need
found to exist and the extent of the obligation imposed on an air

carrier engaging in such air transportation to provide the service
authorized by the certificate.

This qualifying language is a little difficult to understand. The
only real basis for understanding as to what it is intended to mean
is the reason given by the Board which says that the present stringent
requirement of fitness should be reduced so that only general findings
of fitness need be made for su{) lemental service.

Here again the committee, lieve, would be making an unsound
recommendation if it concurs with any reduction in the standards
of fitness which are now in the Civil Aeronautics Act. The com-
mittee should be convinced not on the basis particularly of what I
say here, but what the Board itself has said. The Board, after sev-
eral years of operation of experimental or irregular carriers, what-
ever their names were during this period, in 1947 after an investiga-
tion the Board found that some of the operations of the group re-
sulted in numerous complaints to the Board concerning tariff and
operating practices, including but not limited to failure of such car-
riers to perform the services agreed upon; great variations in fares
and rates charged by the same carrier for comparable service; failure
to make refunds to passengers and shippers for transportation not
performed, misrepresentation of equipment, facilities, and services,
and use of inadequate and makeshift equipment and facilities. These
were public abuses which were cropping up because authorizations
for these carriers to operate had been issued without any test of fitness.

Mr. Witriams. Was that the old North American case?

Mr. Trerox. That was a general investigation, I think, Mr. Chair-
man. In 1947 the investigation was a general investigation. It
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resulted in that kind of conclusion by the Board. Then in 1949,
after some further attempts at regulation, but not the introduction
of real tests of fitness, the Board again found that the widespread
abuses noted by the Board in its ﬁnd?ngs, that I have just read, have
not only continued, but in many respects have become greater and
more flagrant.

Then n 1955, on the scope of authority for supplemental carriers,
the Board reached virtually the same conclusion in a quotation which
I shall not read, appearing on page 37 of my statement. That mani-
fests the results of the failure on the part of the Board for many years
of not applying tests of fitness in authorizing flight carriage in the
United States. It illustrates as good as I can say the need that Con-

ress contemplated when they wrote that test of fitness in the statute.
t should not be changed.

In discussing this, the Board has told the committee that the pur-
pose for establishing these general findings of fitness is to enable the
Board to rely upon the same sort of findings of fitness that it made in
its 1959 decision granting supplemental certificates. These are the
tests of fitness that the Court struck down as not in compliance with
the statute. We believe, and obviously the Court reached the same
conclusion, that the Board did not even then give an adequate test of
the fitness of the carriers that it was considering. One of them, who
was found fit, had a net worth of barely $19,000 including a fleet con-
gisting of a wrecked DC-3 purchased for $75. Another had a nega-
tive net worth of over $188,000. It is that kind of economic weakness
or complete lack of any economic strength that results in public abuses
of the kind the Board had previously talked about.

I think that a review of the material contained in my statement, as
well as the material to which reference has been made, will make it
perfectly clear that the Board’s request for this amendment is not in
any respect justified. I would have no doubt that most of the supple-
mental carriers who are now operating would tell you the same thing
I am telling you. The test of fitness should be severe and stringent
and what is more that they can pass them. I think there can be no
argument, for supporting that recommendation of the Board.

Now, to come to the concrete suggestion which we make to the
committee. It has often been said, and I have often been charged to
being dedicated to putting the supplemental carriers out of business—
and that is far from the case—I think that they have established a
place for operation and have justified authority to operate. I think
they have done a job in the charter field. I think t’]mt. they should
have their certificates validated with respect to full plane charters.

The legislation pending before the committee providing for the
necessary amendment for that purpose we support. It is a simple
amendment. It is FL.LR. 7679 introduced by Mr. Collier. It provides
the necessary amendment by which valid certificates can be issued
providing for charter service. We do not believe that it is either
necessary or wise to include in that authority individually ticketed
authority. The record made by the supplemental carriers shows that
the field in which they have been devoted most of their time, and have
been most successful, is the charter field.

On page 43 of my statement appears a table which I think is of great
significance, because it shows the growth of charter development by
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supplemental carriers from 1956 through 1960. It shows that during
that period their revenues have more than doubled in the charter field,
and to give a basis for comparison of the general growth of air trans-
portation, the operating revenues of domestic trunklines increased by
only 12 percent per year during that period. The charter field is obvi-
ously one in which there is room for growth, and in which they have
been successful. The charter field has provided the bulk of the reve-
nues of most of the 25 certificated supplementals. For a 2-year period
ended June 30, 1960, Trans-Ocean and U.S. Overseas, only two of the
certificated supplementals, accounted for almost 85 percent of the in-
dividually sold revenues of the entire group of 25 carriers. For the
remaining 23 carriers, charter and contract accounted for 94 percent
of total transport revenues, individually sold services for only 6 per-
cent,

Jonsidering the fact that the charter field has been demonstrated
to be one in wﬁich the supplementals have been successful in producing
this growth, and considering the fact that the individually ticketed
service proposals demonstrably impair the ability of the scheduled
airline system to maintain itself, it would seem clear to us that the
proper course would be to provide the necessary amendment so that
certificates for charter service can be provided and limited to the pro-
vision of charter services.

We recommend, therefore, to the committee that the bill I just re-

ferred to, H.R. 7679, be reported, and that the Board’s J)l'oposals and
]

the proposal as you heard from Mr. Moulder, be rejected, not only be-

cause of their practical adverse effect, but because of the violation of

the basic principles of the Federal Aviation Act, which both of them
anifest. Thank you very much.

Mr. WitLiams. Thank you, Mr. Tipton. As has always been the
case since I have been a member of this committee, you have made a
very excellent presentation of the point of view of your association.
Mzr. Friedel ?

Mr. Frieoen, Mr. Tipton, I also want to compliment you on a very
informative statement. You are in favor of the Collier bill. That
would only limit them to charter service.

Mr. Trerox. The Collier bill would authorize the Board to issue
charter certificates but would not make the amendments which are
necessary to permit this limited individually ticketed business.

Mr. Frieper. What is your definition of charter service?

Mr. Tieron. The basic definition of a charter is when the entire
capacity of an airplane is taken by a person for his own use. In stat-
ing that definition, I think that all of us have to recognize that defini-
tion of charter does involve difficulties. It alwayshas and presumably
always will. The important thing is that the charter be a valid char-
ter of the entire airplane without permitting evasions of the statute,
both the rate regulations and the certificate regulations, by the crea-
tion of charters by travel agents or others who create charters com-
mercially.

Mr. Frieper. Mr. Tipton, I don’t know whether or not you were
here, but it was brougﬁt out, in the testimony that the temperance
group wanted to charter a flight. They found out that one of these
persons had taken a drink before, and he was not a member of the
temperance group, and they could not charter the plane. Would that
be your definition of a charter flight?
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Mr. Witriams. May I interrupt you there, Mr. Friedel? As T re-
call—and correct me if I am wrong—the flight was chartered but
there was a point raised apparently by the ATA that because one of
the members had been seen to take a drink this was not a homogeneous
group under the definition as it was propounded by the Board and
they interceded in an attempt to keep this charter Hight from being
granted. I think that is the way it was. I think the intervention
was unsuccessful but it did constitute harrassment and the objection
was made to that type of harrassment. Are you familiar with that
case !

Mr. Treron. No. I do want to say this, Mr, Chairman. In view
of my many appearances before this committee in support of drinking
on board airplanes, I am sure you will believe me when I say that the
intercession that you refer to was not from the Air Transport Asso-
ciation. T amnot familiar with that case, Mr, Friedel,

Mr. Frieper. I am trying to get the definition for charter service.

Mr. Treron. We have imﬁ a definition of charter service in part 207
of the Civil Aeronautics Board’s regulations for quite awhile, which
is used to regulate the performance of charter service by scheduled
air carriers. As you recall in the statute, a scheduled airline that
gets a certificate can provide charters without reference to the points
named in its certificate, subject to regulations provided by the Board.
They adopted such regulations and they have been in efféct for many

ears. It has proved to be a workable definition of charter. T would
Ke glad to submit that regulation to the committee, with additional
comments, if that would be helpful.

Mr. WitLiams. Do I understand that applies only to the case of
oversea flights? That is where homogeneity is not imposed.

Mr. Treron. May I introduce Mr. Clif Stratton, assistant general
counsel of the Air Transport Association, who will go forward with
that one.

Mr. StratroNn. Part 207 to which Mr. Tipton referred applies to
scheduled certificated carriers both on domestic and overseas or for-
eign flights. The homogeneity rule so to speak that yon referred to
as I understand it comes out of the transatlantic charter policy which
applies to the specific exemptions for conduct of transatlantic charters

y carriers other than those certificated for those routes. As I under-
stand, it is basically the same as the TATA carriers arrived at by
agreement with themselves to have an industry self-regulation. So it
has been made uniform in that respect as far as the North Atlantic is
concerned.

Mr. WiLriams. The question, then, in my mind, as to why this
would not be applicable all the way across the board if it is desirable
in the interest of the public, is why would it not be applicable to
domestic charter flights as well as oversea charter flights?

Mr. Strarron. The only suggestion I could make offhand on that
is that I don’t believe there have been serious problems domestically
of the type that were encountered in the North Atlantic with respect
to sort of fictitious charters, you might call them, where in effect
somebody would allegedly charter an airplane, and then go out and
peddle the seats for whatever he could get the members of the gen-
eral public to pay. It evades the tariff rules and breaks down the
purpose of having certificates,
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Mr, Wicriams., The same problem could arise in domestic flights as
easily as in transatlantic flights,

Mr. StrarroN. It could, sir. I imagine if it began to become the
same sort of problem domestically, you might well find attempts to
arrive at the same sort of thing that they have dealt with in the trans-
atlantic charter policy and over the North Atlantic in these rules.

Mr. WitLrams. Do you advocate, Mr. Tipton or Mr. Stratton, that
the same yardstick be applied domestically ?

Mr. Strarron. As I say, domestically we have not encountered the
problem. I have not really given any thought whether it would be
desirable to amplify. We have had the definitions in part 207 for
domestic flights which have proved adequate in the domestic field for
10 years, as far as I am aware.

Mr. WirLiams. You would not advocate at this time that the same
rule be applied to domestic charter flights?

Mr. StraTroN. No, I would not.

Mr. Wittiams. You make a distinction between the domestic char-
ter flights and oversea charter flights.

Mr. StrarroN. I would not make the distinetion that way. I would
say the North Atlantic charters have presented a particular problem
because of a combination of economic facts having to do with the cost
of the trip, with the nature of the people who would like to take
charters in that field. I am no great expert in this but this has been
my impression from watching that situation. It presents a particular
problem that has not arisen thus far elsewhere. As I say, that is why
I would not advocate it.

Mr. Witriams. Isthe principle the same?

Mr. StratroN. I think the principle is the same. Trying to get at
preventing evasions of what is intended when you charter a Flaneload

for transportation of yourself, your own company personnel, a group

of whatever size it may be that charters a plane, and it is a group that

stinmhow exists for some purpose other than merely chartering the
ane.

II\'[P. T}V[I,I.L\ ms. Do T understand that this is in line with the TATA

olicy ¢
A Mr. Strarron. T understand that the Board has incorporated into
its transatlantic charter policy essentially the same things that were
adopted by TATA. T am not thoroughly familar with TATA rules be-
cause that is a different organization.

Mr. Frieper. The thing I was leading up to is this. We just passed
a bill to encourage tourists traveling nonsched from overseas. The
cost will be a very big part of the undertaking. The supplemental air
carriers would be in a better position to have this low cost of bringing
tourists coming into the United States. Is your group going into that
field and try to encourage more tourists at a cheaper cost? One fixed
rate for hotels, meals and everything ineluded ?

Mr. Treron. It has been clear that there has been a great demand
for charters particularly on the North Atlantic. As Mr. Stratton
has said, the demand is great there and has presented some diffienlt
problems. T think that traffic promotion efforts on all our parts taken
with this new legislation that the committee put forward is going to
provide for additional traffic development there.

On the question of price—and that is always going to be important
in developing that business—I think that the price reductions which
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have been made in the scheduled service have resulted in a great deal
of traffic development already, and they will continue to. We are a
little concerned at the present time with a fall-off in traffic in the
season that is just starting for reasons that are not quite clear at the
moment. That traffic is going off. One of the things that makes it
possible to reduce rates is high volume. It is awfully hard to predict
at the present time with this apparent reduction in traffic as to what
impact that is going to have on the rates that it will be possible to
charge. I think we will have available the charter method and the
reg ﬁar airline method of developing that traffic.

Ir. Frieper. Can you tell me why the traffic has fallen off? Are
the foriegn airlines getting more passengers ?

Mr. Treron. It is total traffic, Mr. Friedel, across the Atlantic.
You are very familiar, I know, with this. As far as American-flag
carriers on the North Atlantic are concerned, our share of that busi-
ness has fallen off very drastically in the past few years. That gives
us concern. But of even more concern now is a current dropoff in
total traffic even for the foreign-flag carriers and ourselves as well.

Mr. Friepen. This gives me concern, too. I want to know how to
get the passengers back. It was testified that the jets are more eco-
nomical to operate. Is that true?

Mr. TreroN. Yes. They are a much more productive airplane than
the piston airplanes. They have great capacity and high speed. You
never get advantage of that great economy unless you fill them. That
is the difficulty, always, of course. They are a much more economical
airplane to fly.

Mr. Frieper. Do you think if there was a reduction in the rate that
you might encourage more people to fly the American-flag ships?

Mr. Treron. I suppose within limits that would always be true.
That has been the reason, of course, for these drastic reductions of
rates in that market over the years. I don’t have my figures on that
right available, but as you know, we have progressed from a virtual
lack of any kind of tourist rates on there to very sharply reduced pro-
motional fares.

Mr, Frieper. Mr. Chairman, I have just one brief statement, and
then I am through. I just want to make this observation. You agreed
and the Chairman of the CAB agreed that the supplemental air
carriers are needed, and they must be in business. I am for keeping
them in business. I am opposed to them disrupting the regular
scheduled airlines. We want to keep them in business, but T don’t
want them to run flights out of Friendship and hurt our oversea
flights or regularly scheduled airlines. I will do what I can to help
them, but T still want to keep everybody happy. That is all, Mr.
Chairman.

Mr. Treron, I think your statement makes a very important dis-
tinetion. That is, as to what business. T think the area in which they
have condueted their operation is primarily charter, and it is in that
area where they have the least adverse impact on the scheduled system.

Mr. Winnzams. Mr. Jarman.

Mr. Jarman. Thank you, Mr. Chairman. I would like to join my
colleagues, Mr. Tipton, in complimenting you on a very well pre-
pared statement.

In Chairman Boyd’s testimony to our committee, he said at one
point in his statement that there should be no doubt that the continued
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existence of the supplemental air carrier fleet is of real value in terms
of national defense. Is all or a large part of the supplemental service
to the military by charter?

Mr. Treron. Yes. Certainly a very high percentage of it is, I was
going to say, quickly that all of it was, because that is the way it moves.
There may be some modest amount of individually ticketed business.
It is very modest. Insignificant I would say.

Mr. Frieper. Charter or contract ?

Mr. Treron. It is the same thing in this instance, Mr. Friedel. It
is a charter service provided under a contract.

Mr. Jaraan. Then in your opinion would the passage of the Collier
bill, 7679, have any appreciable effect on the supplementals’ ability to
continue their service to the military?

Mr. Trerox. I think it would have an appreciable effect. T think it
would help it a great deal. One of the things that the Collier bill
would provide is a certificate that is valid, and no one can say it is not.
They would have certificates. Presumably through the normal proc-
esses of Board regulation the number of charter carriers would be
held in check by the requirements of public convenience and necessity.
They would have a permanent place and some protection against
undue competition in the charter field. I just have not the slightest
doubt that by thus producing carriers of more solid economic basis,
the efforts and contributions to the military would be improved.

Mr. Jarman. Then it would follow from what you say that in your
own estimation, our posture of national defense would not be impaired.

Mr. Treron. It would not impair it in the slightest.

Mr. Jarman. Chairman Boyd went on to say—
and it is evident that the future ability of a supplemental air ecarrier to serve
the military as they are doing now and have done so ably in the past depends
upon their ability to operate their planes in commercial activities when not
engaged in service for the military.

Would you agree with that?

Mr. Trerow. It seems to me that by giving them charter authority
that they can use in either commercial or military operations you meet
that requirement that Mr. Boyd has stated. They will charter com-
mercially and they will charter to the military. This certificate
would not prevent them from doing that. So that meets that require-
ment that Mr. Boyd was talking about.

Mr. Jarman. This involves the question of individually ticketed
service and perhaps my colleagues are more familiar with this, but
for my own information, exactly what is the system for an indi-
vidually ticketed service by supplementals? You speak of a soldier
going from New York to San Antonio. What actually is the pro-
cedure whereby he gets his ticket on a supplemental and takes his
flight ?

Mr. Treron. I don’t know that I can answer that question as to
the precise procedure. The recruit business to which I referred is
business that is sold to the transportation officers of the military.
They are the ones who decide who is going to handle the business.

Mr. Wroniams. Is that handled under some kind of exemption
from the Board?

Mr. Treron. No, it is under their—for the recruit business within
the United States to which I am referring—current certificates with
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the 10-t1‘i[i authority. In the commercial business it is sold by travel
agents and a variety of other ways, I assume.

Mr. Jarman. Let us assume an individual took a nonmilitary trip
and decides to fly from New York to Miami. How much assurance
does he have when he buys a ticket on a supplemental that the plane
is actually going to fly at the indicated time; that the trip is actually
going to be made?

Mr. Treron. I think it largely depends upon the responsibility of
the carrier. There have been cases 1n the past where he had no as-
surance at all and often was disappointed.

Mr. Wirttiams. That same thing holds true in the case of some of
the scheduled airlines.

Mr. TreroN. You are exactly right. There we at least like to think
that we have good reason for canceling. I am a little conscious of that
right at the moment, Mr. Chairman. I had some difficulty getting
back from Chicago yesterday.

Mr. Jarman. Are there some instances in which the supplemental
has canceled the flight simply because it did not have enough pas-
sengers on the flight ¢

Mr. Treron. 1 can’t assert that as of the moment. The records of
the Board in these various investigations have shown that there have
been cases in the past.

Mr. Jarman. 1 ask based upon your own information.

Mr. TreroN. Based upon my personal information, I can’t answer
the question.

Mr. Jarman. Do you know of any statistics that would show the
reasons for cancellation of flights by supplementals? Is there any
source where we could get that kind of information ?

Mr. Treron. I would doubt it. At least I know of none. We file
reports with the FAA on mechanicals. No, I know of no source of
statistics on that subject.

Mr. Jarmax. I think my line of questioning is prompted by part
of what you have set out on pages 20 and 21 of your statement in
which you refer to the service to San Antonio. Down at the bottom
of page 20 you say that whenever the supplementals can assemble
a passenger load sufficiently near the capacity of the airplane to be
profitable, they take the long-haul part of the trip, New York to San
Antonio. If its appears on a given day the group will be too small to
be profitable, the supplementals do not operate, and it is up to sched-
uled airlines to provide the lift. How do they go about this? What
is their system 1!01' so indicating that they will not make the trip on
a given day?

Mr. Treron. They undertake the transportation. As far as I
know, they have provided for the transportation of those recrnits to
their destination. As I say, if they have more than they can handle
then they buy tickets on a regularly scheduled airline. I have heard
no indication that the conduct of this recruit service by the carriers
doing it has resulted in a failure on their part to provide the trans-
portation one way or another.

Mr. Jarmax. I noticed the other day that Eastern flew its shuttle
service from here to New York with one passenger because it was an
advertised service and a scheduled operation every hour. I was just
curious as to whether there are instances and whether we could
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actually get the evidence of supplementals that have canceled flights
after having sold them to passengers because they felt that the busi-
ness did not justify the flight. That is certainly one aspect of this
picture that I was interested in hearing more about.

Mr. TreroN. I know of no source of current statistics on that.
There is much evidence with respect to this sort of thing in the vari-
ous Board’s investigations of the carriers which have preceded the
grant of certificates to a number of them.

Mr. Jarman. Are the fares charged between given points the same
on a supplemental as they would be on a regularly scheduled airline?

Mr. Treron. I am not familiar in detail with supplemental fares
at the moment. Many times they are less.

Mr. Jarman. That is controlled by regulation, is it not?

Mr. Treron. They are regulated in this sense. Being common car-
riers, they are required to file tariffs with the Civil Aeronautics Board,
and they do so. If the Board wishes to challenge those fares, it can
do so the same way it can with any air carrier’s fares.

Mr. Jarman. The point I wanted to get straight in my own mind
is whether one of the attractions of flying the supplemental carriers
is the reduced fare over the rate charged by a scheduled airline.

Mr. Treron. I would reasonably be sure it was.

Mr. Jaryman. On flights from New York to San Antonio for mil-
itary personnel going to Lackland Air Force Base, do you know
whether those flights are at a reduced rate?

Mr. Treron. They are less.

Mr. Jarman. Thank you.

Mr. Wicirams, Mr. Tipton, testimony has been given before the
committee that indicates only a negligible percentage of ticketed
passengers are carried by the supplemental carriers. I don’t recall
what the figure was, but it was somewhere around 2 or 214 percent.
Are the airlines really concerned over that? Do they mnsitller that
competition ?

Mr. Treron. Under current circumstances, they surely do. They
surely do. Taking one segment, which has been a favorite for sup-
plementals, New York to Miami, with three carriers operating at
very low load factors, in the low fifties, losing during 1960 $19 million,
any traffic moving over that is of significance. The reason for it is
that the service must be maintained. Those operations have to go up
and down there every day on schedule.

Mr. Wirtiams. We recognize the problem. We don’t deny that.
The thought ocenrs to me that 2 or 214 percent is, relatively speaking,
a negligible thing. Tsnt it a fact that what you are mostly concerned
about is the possibility or the danger, if you want to put it that way,
of a tremendous expansion in these supplemental carriers in the future
which would take a sizable amount of traffic off the scheduled airlines ?

Mr. Tierox. There is no doubt that the future potential is great.
I suppose you are right. If you try to measure the importance of
the various things we are concerned about, the No. 1 econcern here is
an expansion of the individually ticked authority either by a combina-
tion of carriers or by increase in the authorized number, or a variety
of things of that sort. It is the future potential. I don’t want to
indicate that the carriers are not concerned about the eurrent situa-
tion. Sure, $21 million when compared with an almost $2 million




of revenue does not look like very much. But $21 million under the
circumstances that have prevailed in the system during this year is
a tremendous amount because we made, as an industry, only $2 million.
Most of that $21 million of revenue, if it had gone on scheduled car-
riers, would have been carried forward to profit, simply because our
load factors have been very low and the service has to be provided.

Mr. Wirniams. There is one factor that has not been mentioned
here, and that is that when the regularly scheduled carriers reach
the point where they are actually losing money, then they become
eligible for subsidy. Is thiscorrect?

Mr. Treron. That is right.

Mr. Winniams. So therefore the risk on the part of the scheduled
carriers is really not quite as great as it might appear.

Mr. Treron. I suppose that if there is anything that the trunklines
of the United States don’t want to do, and also the international air-
lines, is to get back on subsidy. This is for a lot of reasons which
would take me a long time to state. The fact that they do not want
to get back on subsidy is illustrated by the fact that there have been
very large losses in this industry and the trunklines have not applied
for it with the exception of the Capital situation with which you are
all familiar in which they applied for subsidy in order to protect
their position. I thought it was made reasonably plain that that
application was not very popular. The net effect of it, of course, was
to cause Capital Airlines to disappear and become a part of United.

Mr. Winniasms. Most of these supplemental carriers who have
ticketed flights between major points do their flying on the weekends
or during the heavy load periods.

Mr. Treron. I suspect so.

Mr. Witniams. What is the load factor of your scheduled airlines
between two given major points? Let us take New York-Miami on
the weekends. Do they operate with a high load factor on the week-
ends or a low load factor?

Mr. Treron. I can’t give you figures broken down by days of the
week. I can get them. I haven’t got them with me now. I would
have no doubt about the general answer to your question, that is, that
the heavy days for virtually every carrier in the system are the week-
end days. That seems to be clear. Also it is clear under present
circumstances with a very high capacity of the system and a very low
general load factor that there is no shortage of capacity. A passenger
may have to leave at 11 o'clock instead of 9 o’clock, or something of
that sort, but there are seats available. More than we like to see,

Mr. Wirtiams. There are seats available at the rates that are
charged by the scheduled carriers on the weekends. Do I understand
correctly that once your carriers have been granted permission to fly
between two major points on schedule, that there are no further re-
quirements as to frequency of flights or as to types of aireraft that
you may use?

Mr. Tieron. There are no restrictions on schedules except in this
sense. The Board has the power to make sure that we give adequate
service to each point on the line. In that instance they can, after an
investigation, say, “You have to put on more service between here
and there.” To that extent they have exerted the power over
schedules.
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Mr. Wittrams. It has been testified here that the service that sup-
plemental carrier X is rendering between New York and Miami, just
to take those two points as an example, is a low cost, coach service,
using piston aireraft.. In a sense it is second-class service, whereas
the airlines are operating what might be called first-class service at
a higher rate. Is there anything in the law or in the regulations of
the Civil Aeronautics Board that would prevent scheduled airlines
from using some of their piston equipment to offer the same type of
low-cost service between these major points? In other words, if the
airlines are so concerned over this traffic, why have they not made an
attempt to compete with this traffic since it would appear to me, at
least, that they would have sufficient piston equipment and certainly
would be in better financial shape to offer this type of service. Why
isn’t it that the airlines, of this business is profitable, have not gone
into the same type of business?

Mr. Treron. There has been developing a great deal of use of piston
equipment for a lower price service. Tﬁey have been put into coach
service. As Mr, Jarman pointed out a moment ago, the Eastern
experience of the shuttle service using pistons at a reduced rate. The
operations, so-called air bus, that Eastern has been conducting. A
lot of that is going on. There is not any doubt about it because we
have a great deal of piston equipment. Rate reductions have been
put forward. I think the important thing here is that the statute
contemplates that carriers are certificated over these routes and once
they get their certificate they are bound to provide the service, and
also in return for being bound to provide the service, they are sup-
posed to get a measure of protection against additional competition
on the route. This ten-trip authority ﬁies in the face completely of
that principle in the statute, because what that 10-trip authority says
is that if you have that authority you can pick your own route and
operate wherever you like and whenever you like. This deviates very
substantially from the concept of regulation that the Congress had
in mind. Tt is that which the Board’s bill would eliminate.

Mr. Winziams. We are very well aware of the problems that arise
from granting any kind of trip authority. The purpose of my line
of questioning is to try to determine, if at all possible, if there really
is a place in our transportation system for supplemental ticketed
operations. It has been testified by the proponents of the three bills
here, or the two bills—the Board’s bill and the Moulder bill—that
the traffic that is carried—the ticketed traffic—by the supplemental
carriers is not siphoned away from the airlines, but is traffic which
would otherwise take surface transportation. Ome of the witnesses
stated that on his airline a survey had been made and some 70 per-
cent of the passengers on a flight between two major points, were
first-time passengers. In other words, they were people who were
riding the airplane for the first time and who would not have been
on the aireraft if it had not been for the extremely low fare which
was charged. He indicated, and I think possibly there is some merit
to his argument, that the supplemental carriers are introducing a
great mass of the American public to air transportation, and as a
result the airlines themselves eventually profit by this. Would you
like to comment on that?

72536—61——16
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Mr. Trerox. Yes, I would like to comment. T would like to con-
vince the committee that is not a place where the supplemental carriers
can make a contribution. Here is my reason. One of the main objec-
tives of the entire scheduled air transport indust ry all the time I have
been connected with it has been to develop and expand the business.
It is reasonably clear at this point that the long-haul business, the
constant traveler is turning to air transportation anyway. The rail-
roads have brought that to this committee’s attention. The area of
growth at the present time is the private automobile market. People
that go from here to there in private automobiles. The problem is
how to get them out of their automobiles into airplanes. You don’t
need supplemental carriers in order to convinee airlines that they have
to get their business that way. The first rider is going to get. Iﬁe op-
portunity to take his first ride whether there are supplemental carriers
there or not. There will be and are now available coach rates; avail-
able excursion rates, available special rates of all sorts,

Mr. Witraams. Isn't it also a fact, though, that even with the avail-
able coach rates that the supplemental carriers are still offering
ticketed service at a rate which is greatly below the scheduled coach
rates? This is a factor which may attract passengers who would
otherwise go by train or bus but who would not fly the higher priced
airlines.

Mr. Trerox. The supplemental rates usually are lower. For that
reason they would provide, probably, some additional incentive, be-
cause of the lower price. But I think we still come back to the funda-
mental economic problem which is whether or not we are going to
maintain the regulatory system that has been set up, or whether we
are not. I would guess if we laid aside these questions of maintaining
a regulatory system and driving toward one that provides an adequate
service and develops the air transport business and stays on a solid
economic foundation, if you laid aside those objectives, and devoted
yourself entirely toward rate reduction to get more passengers out of
automobiles, that we could get more passengers out of auntomobiles.
But at the same time we would do the ultimate development of the
system damage.

Mr. Witriams. The inference that I would get from what you have
just said is that if this legislation were passed, the supplementals
would be given carte blanche authority to operate without any regu-
lation whatsoever. You did not mean to infer that the Board would
relinquish all control over these supplemental operations. The fact
is, 1s 1t not, that the Board would have authority to take action to cor-
rect abuses if these carriers were engaged in such abuses. I will be per-
fectly honest with you. The one thing that disturbs me is this. The
question of how to handle it is the problem that I think this committee
is up against. In view of what happened in the Great Lakes case, for
instance, where three carriers did not live up to the Board’s rules
regarding frequency of flights, how could the Board enforce a 10-
flight limitation or any limitation if the Board’s bill should be en-
acted? Would you comment on that?

Mr. Treron. I would have no doubt that it would be extremely dif-
ficult to enforce that kind of a limitation, I would guess there would
be no end of enforcement problems as the result of that. I might
comment on the introduction of your statement there. I did not mean
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to indicate to the committee that this bill would relieve the supple-
mental carriers of regulation. What it does do is to permit them to
conduct an individually ticketed business without any regulation as
to the routes to be flown and the points to be served. That area of
regulation would not apply to them.

Mr. Witeiams. Then summing up your testimony, would it be fair
to say that you take the position that supplemental carriers do have
a place in air transportation insofar as they are conducting a charter
service is concerned, but they do not properly have a place with re-
spect to ticketed service ?

Mr. Treron. That is exactly right, Mr. Chairman.

Mr. Wirtiams. Mr. Friedel, do you have any further questions?

Mr. Frieoer, I have just one more question. This 10-ticketed
round trips with 25 supplemental carriers, wouldn’t the whole 25 make
10 trips a month from New York to Miami ?

Mr. Treron. Yes. They are free to operate their 10 trips where
they care to within the United States. So they could concentrate on
one route or spread out into two routes or do anything they please,
There is potential for very severe competition as the result of the 10
trips.

Mr. Wittiams, Mr. Jarman.

Mr. Jarman. Ihave no further questions.

Mr. Witrtams. I believe that isall, Mr. Tipton.

Mr. Trerox. Thank you very much, Mr. Chairman and members
of the committee.

(The following letter was later received from Mr. Tipton ;)

AR TRANSPORT ASSOCIATION,
Washington, D.C., June 30,1961.
Hon. JouN BeELL WILLIAMS,
Chairman, Transportation and Aeronautics, Subcommittee, Committee on Inter-
state and Foreign Commerce, U.S. House of Representatives, Wash ington,
D.C.

Dear Mr. CaamMAN : During the hearing on June 23. T undertook to submit
additional written comments on the definition of “charter.” Attached hereto
is a memorandum which reviews the unsoundness of the proposed definition of
“charter” in H.R. 7512, and sets forth and explains the background of pertinent
Board regulations defining “charter”, and outlines some of the regulatory
problems.

Our basie conclusions are:

(1) There is no present need to amend the Federal Aviation Act with respect
to the definition of “charter.” The problem is basically a regulatory one. It
is essential to maintain standards of charterworthiness which safeguard against
fictitious charters being set up by ticket agents or others who sell individual
tickets to the general public. The Board should have appropriate flexibility to
control or modify these standards in the light of experience and changing
conditions.

(2) The Board's basie definition of “charter” has given rise to no serious
problems in domestic passenger operations. Conditions in the North Atlantie
travel market have necessitated more detailed regulation—and more frequent
amendments to the regulation—to prevent individually ticketed operations under
guise of charter,

(3) The attack on the Board’s charter regulations as “unclear” distorts the
problem. At the very time the supplementals are trying to lead the committee
members to believe the transatlantie charter rules of the Board are ‘“‘unclear”,
one of the supplementals has obtained an extensive new seasonal authorization
on the basis that the “tests of charterworthiness * * * gre explicit and well
understood.” (See discussion in attached memorandum.) The supplementals
are thus trying to have it both ways.
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(4) The proposed definition of “charter” in H.R. 7512 is defective. It is
unclear and, indeed, dangerous, It fails to incorporate any controls to prevent
fictitious charters which would actually entail sale of individual tickets to
the general public.

(5) While there is no present need for congressional definition of “charter”,
it may well be desirable to amend section 401 (e) of the act, as proposed in H.R.
T679, so as to make crystal clear that a certificate to engage solely in charter
operations need not specify points or routes, but can specify the “area or areas
within or between which” charters may be flown. Such an amendment would
forestall any future litigation on the question of whether an all-charter cer-
tificate has to “specify points” in view of the first sentence of section 401(e).
This would mean that the Board could put the supplemental carrier industry on
a firm, certificated basis with respect to charter operations,

Very truly yours,
S. G. TrproN.
DeFINITION OF CHARTER IN H.R, 7512

H.R. 7512 would authorize the supplemental air carriers to perform
“# * * (1) unlimited charter operations on a planeload basis for the carriage
of passengers and property in interstate, oversea, and territorial air trans-
poration, with the word ‘charter’ herein being defined as air transportation
performed pursuant to an agreement for the use of the entire capacity of an
aireraft, * * *" (Emphasis supplied.)

Spokesmen for the supplementals have urged adoption of the italicized
language as a “clear definition” of “charter.” They have alleged that the Civil
Aeronautics Board has no workable definition of “charter,” and that congres-
sional action is needed to remedy the siuation.

The latter part of this memorandum will challenge the validity of these
allegations. Before getting to that, however, it should be pointed out that
the definition of “charter” in H.R. 7512 is completely unclear. It wonld invite
conduct under gunise of *“charter” which would undermine the tariff posting,
certification and other regulatory controls embodied in the Federal Aviation Act.

H.R. 7512 gives the illusion of defining “charter” simply—an illusion created
by ignoring such questions as who makes the “agreement for the use of the entire
capacity of an aireraft”, and how he uses that capacity after making the agree-
ment. To illustrate:

Example 1.—A ticket agent enters into an “agreement for the use of the
entire capacity of an aircraft” to be flown from A to B. He then peddles
boarding passes, the price varying according to what he ean persnade the
customer to pay.

Erample 2.—J. Doe places an advertisement in the newspaper: “Have agree-
ment of use of airplane, A to B, Friday. BRig discounts from published fares
if you see me quick.”

Erample 3.—Ninety ticketed passengers are at Idlewild, awaiting departure
of their Los Angeles flight, when one of them announces “We can make an
agreement with another airline for use of the entire capacity of an aircraft.
Just eash in your tickets here, and you'll save X dollars each.”

Each of the foregoing examples meets, literally, the definition of ‘“‘charter”
set forth in HLR. 7512,

Each of them involves, in fact, the sale of individually ticketed air transpor-
tation.

The draftsmen of H.R. 7512 might tell the committee that conduct such as
these examples would not be “charters.” If so, the language they have chosen
is not clear.

If, on the other hand, the draftsmen's view is that these examples would be
“charters,” then H.R. 7512 invites the undermining of the Federal Aviation Act.
In each of these examples, there would be none of the tariff controls envisaged
by the act; the price to a given passenger would appear on no publicly posted
tariff, but could vary quixotically; there could be undue discrimination, prefer-
ence and prejudice, so that passengers seated side by side might pay different
“fares”; statutory restrictions on free and reduced-rate transportation would
be inapplicable; and so forth. Likewise, the certification controls envisaged by
the act would be broken down—the certificate holder, obligated to provide
adequate scheduled individually ticketed service, would never know how many
of his passengers, even after having made reservations and bought tickets,
might disappear pursuant to “agreements for the use of an aircraft.”
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The danger that the H.R. 7512 “charter” definition would lead to just the
sort of abuses outlined in the cited examples is heightened by the fact it is a
bob-tailed version of the CAB’s long-established definition of “charter.” The
Board has been careful, in defining “charter”, not only to recognize the “use
of the entire capacity” concept, but also to incorporate in the definition lan-
guage directed to the gquestions who makes the agreement, and how the capacity
is to be utilized. This is essential to prevent abuses such as outlined in examples
1, 2 and 3, above.

The Board's basic definition of *charter” was codified in 1951 in part 207
of the Board’s economic regulations, applicable to certificated route carriers.
This definition reads:

“(a) ‘Charter trip’ means air transportation performed by an air carrier
holding a certificate of public convenience and necessity where the entire
capacity of one or more aircraft has been engaged for the movement of
persons and their baggage or for the movement of property, on a time,
mileage or trip basis.

*“(1) by a person for his own use.

“(2) by a person (no part of whose business is the formation of
groups for transportation or the solicitation or sale of transportation
services) for the tramsportation of a group of persons as agent or
representative of such group,

“(3) by two or more persons acting jointly for the transportation of
such group of persons, or their property,

“(4) by an air freight forwarder holding a currently effective letter
of registration issued under part 296 or part 297 of the economie regula-
tions for the carriage of property in air transportation.

“Within the meaning of this regulation, a charter trip shall not be deemed
to include transportation services offeed by an air carrier to individual
members of the general public or performed by an air ecarrier under an
arrangement with a person (other than an air freight forwarder defined in
subsection (4) above) who provides or offers to provide transportation to
the general public or transportation services engaged by persons paying
for such services an amount aggregating in excess of the transporting car-
rier’s duly published charter rate of fare.”

The part 20 definition provides, in the words of the Board’s own summary-—
“Section 207.1, in substance, prohibits the offering by a direct air carrier of
‘charter’ services to individual members of the publie, and the performance by a
direct air carrier of ‘charter’ services for an indirect air carrier, promoter of
‘charter' groups, a ticket or travel agent, or for persons paying for such ‘charter’
services an amount aggregating in excess of the direct carrier's duly published
charter rate.” (Order No. E-9221, May 20, 1955 ( mimeo. D 2).)

It will be noted that H.R. 7512, in purporting to define “charter”, para-
phrases the language of the initial sentence of the part 207 definition, so far
a sit covers an “agreement for the use of the entire capacity of an aireraft.”
By ignoring the remaining provisions of the part 207 definition, however, H.R.
512 leaves it completely unclear whether the intent is to proscribe, or to permit,
or to leave it to the Board by regulation to proscribe or permit, the various
abuses invelving sale by ticket agents or others of individual tickets for space
on flights operated under “agreement for use of the entire capacity of an
aircraft.”

The definition of “charter” in part 207 has, we believe, proved workable and
clear insofar as passenger charters are concerned. It has been applicable to
the certificated route carriers, for both domestic and international operations,
for over 10 years without amendment.

Essentially the same language has been incorporated in the operating author-
izations for the supplemental air carriers. (See appendix A, attached hereto.)
In thus adopting, for the supplementals, the basic definition of “charter” that
had long been inapplicable to the certificated carriers, the Board sought to make
very clear that this would authorize such “charter business * * * ag lodges,
clubs, and other groups traveling to a convention, student and alumni groups
going to a particular game, ete.

“Charter arrangements of this character have always been considered to be
valid charters and we see no reason for adopting a different definition where
such arrangements are made with irregular air carriers.” (22 CAB 838, 864
(1955).)

1Due to extremely limited experlence with charters by freight forwarders, we express
no view as to the adequacy of part 207 in this respect.
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In view of the Board’s language, it is hard to understand why spokesmen for
the supplementals sought to leave with the committee the impression that
charters for football fans and servicemen on furlough were not permissible.
It is perfectly clear that the Board intended to authorize a charter for fans
going to a football game. It is also clear that such a charter is anthorized by
the proviso in the definition of charter for supplementals (item “(iii)"” of ap-
pendix A hereto) which includes charter by “two or more persons acting jointly
for the transportation of themselves * * * or of a group of persons.” Likewise,
in the case of servicemen stationed at a domestic base going on furlough,

THE SPECIAL PROBLEM OF TRANSATLANTIC CHARTERS

While the basic definition of “charter” in part 207 has proved satisfactory in
most areas—particularly for domestic purposes—the Board has deemed it
necessary to develop additional safeguards to prevent abuses under the guise of
“charter” in the transatlantic (United States-Europe) markets.

One of the basie problems in the transatlantic charter field has been establish-
ment of more detailed guidelines to prevent formation of groups by solicitation
of the general public. These guidelines—sometimes referred to as the “homo-
geneity” rules—seek to define the size of the club or organization from which
the charter group can be formed, the length of time membership must be held,
and so forth. As the Board desecribes the thrust of these rules in part 295 of
the economic regulations (order ER-326, April 28, 1961, p. 4) :

“With regard to the prohibition against charterers obtaining participants for
a charter group by soliciting the general public, the rule prevents the forming of
a group by (1) general advertising or (2) by unlimited soliciting of charter
participants from an organization easy to join, and of uncertain or large and
scattered membership. The rule thus provides the general framework within
which to judge the charterworthiness of the cases on their own facts. For
example, in accordance with the provisions of section 295.30, as amended,
prospective charter participants solicited without limit from organizations or
other entities with a total membership of more than 20,000 (except colleges or
universities located in one local area) would be considered as solicited from
the general public which would preclude their charter trip. However, if the
solicitation of charter participants should be limited to a group of selected
delegates who are members of a large association with scattered membership,
the size of the association would not appear to bar the charter.” *

The Board has applied the fests of charterworthiness, as set forth in part
295, for several years in passing upon applications for specific exemptions to
permit noncertificated carriers to conduct particular charter flights. Hitherto,
such applications had to be filed in advance for each flight.

A recent relaxation of these procedures involves issuance of a seasonal exemp-
tion authorizing the carrier to conduct transatlantic charters, without advance
approval of specific charters, through September 30, 1961. The first of these
seasonal exemptions was issned to the supplemental carrier, Saturn Airways,
by order No. E-16967, June 20, 1961. The Board recites therein (mimeo., p. 6) :

“* * * the charter concepts and tests of charterworthiness have developed and
‘erystalized so that today they are explicit and well understood within the
industry.

* * * #* & * *

“* * * we are satisfied that the new method of authorization will not open
the door to the operation of ‘spurious’ charters or unduly divert traffic from the
route-type carriers. As we have indieated, the tests of charterworthiness are
now understood * * *»

If the supplemental spokesmen's eriticisms of the Board’s charterworthiness
tests as “unclear” are well founded, there is no basis for the Board’s order, and
it should be withdrawn or set aside.

If, on the other hand, the Board is on sound ground when it bases this order
on the finding that “tests of charterworthiness * * * are explicit and well

2Thus, if the organization is participating in a scientific convention abroad, the indi-
viduals selected to read papers at the convention may be organized into a charter group.
‘Or if an international organization is to hold a meeting, deleg‘aies elected by various
<hapters might properly be organized Into a chartér group.” [Footnote by the Board.]




LIMITED AIR CARRIER CERTIFICATES 243

understood within the industry,” there is no basis for the supplemental spokes-
men's allegations.

A noteworthy aspect of the Board's transatlantic charter policy is that it has
not been static, but has changed from time to time in the light of the problems
of the day.

Thus, in 1950, the Board followed an extremely liberal policy, under which
various noncarrier entities formed groups and “chartered” aireraft. The Board,
in a statement released March 16, 1951, announced termination of that policy
in light of unsatisfactory experience because, among other things, “A number
of passengers were left stranded in Europe and others were subjected to un-
reasonable delays in obtaining return passage when they did not deal directly
with the carriers operating the aircraft.”

Thereafter, for a period ending in 1955, the Board followed a policy of approv-
ing noncertificated charters only where “charter was essential to the success
of the movement.” This had the effect of permitting “only such movements as
refugee charters and ships’ crews charters with any frequency.” (Order No.
E-9221, May 20, 1955 (mimeo., p. 3), 1955 transatlantic charter policy.)

By 1955, however, the Board was of the view that a more liberal policy could
be followed, provided that appropriate safeguards were preserved against “the
potentiality of adverse effects upon the scheduled services of the regularly
authorized transatlantic carriers. To minimize this possible danger, we are
retaining the definition of charter contained in part 207, and are adding thereto
aew provisions relating to the activities of promoters, indirect air carriers, and
ticket agents. We are also including other substantial safeguards for the
protection of the public and the regular air carriers.” (Order No. E-9221,
supra, p. 3.)

Since that time, the Board has followed a liberal policy of issuing specific
exemptions for noncertificated carriers to conduct transatlantic charters. The
governing conditions—and particularly the tests of charterworthiness—have
been refined and restated from time to time, so as to keep abreast of current
conditions and problems, The most recent such restatement is part 295 of the
Board's economic regulations, transatlantic charter trips, issued as ER-326,
effective April 28, 1961.

Currently, the Board has instituted the transatlantic charter investigation,
docket No. 11908, to consider applications for authority to operate transatlantic
charters and to review the regulations pertaining to such charters. As an
interim measure, during the pendency of this investigation, the Board has indi-
cated that it plans to issue seasonal exemptions for transatlantic charters—
the first of which was issued to Saturn Airways by Order No. E-16967, June 20,
1961, supra.

The foregoing summary reviews in only the most general outline the Board's
transatlantic charter policy during the past dozen years. It points up, how-
ever, a highly important consideration. The policy has been—and quite properly
so—responsive to the Board's views of changing needs and changing conditions.
This has entailed frequent modification of the definitions, terms, and conditions
applicable to transatlantic charters involving noncertificated carriers. Mani-
festly, these needs and conditions will continue to change. The field is, accord-
ingly, one calling for skilled and intelligent regulatory action, the precise detail
of which may vary from time to time, The existing Federal Aviation Act pro-
vides an adequate framework for such regulation of “charter.”” As the Board
has observed, “Congress must be taken to have used ‘charter trips' with the
intention of signifying its usuai and ordinary connotation, which is merely a
flight involving a contract for the entire ecapacity of the aircraft * * *»
(Charter Flight Tariff Investigation, 15 CAB 921, 923 (1952).)

The basic guideline being this clear, an appropriate function of the Board is
to prescribe regulations, as needed from time to time, to prevent abuses through
ticket agents, solicitation of the general public, or other devices for conducting
individually ticketed operations under the guise of “charter,” There is a
substantial danger that an attempt by the Congress to spell out, in full detail,
the limits of “charter” would import an unnecessary rigidity info the field,
this hampering ability of the Board to deal with changing circumstances, as
well as entailing extremely detailed legislation.

For such reasons, our view is that there is no present need for the Congress
to undertake a detailed definition of “charter” in the Federal Aviation Act.
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APPENDIX A

EXCERPT FROM CERTIFICATE OF PURLIC CONVENIENCE AND NECESSITY FOR SUPPLE-
MENTAL AIR SERVICE ISSUED PURSUANT TO CAB ORDER NO. E-13436, JANUARY 28,
1959

“(2) As used in the certificate, the term ‘planeload charter air transporta-
tion means air transportation where the entire capacity of one or more aircraft
has been engaged on a time, mileage, or trip basis—

“(1) by a person for his own use, or
“(ii) by a person (no part of whose business is the formation of groups
or the consolidation of shipments for transportation or the solicitation or
sale of transportation services) for the transportation of a group of persons
and/or their property, as agent or representative of such group, or
“(iii) by two or more persons acting jointly for the transportation of
themselves and/or their property or of a group of persons and/or their
property, or
“(iv) by an indirect air carrier authorized, under any applicable part
of the economic regulations of the Board, to charter aireraft from a direct
air earrier,
and where such air transportation does not include services (a) offered by
or on behalf of the holder hereof for the carriage of individual members of the
general public who are formed into or joined with any group with the direct
or indirect assistance or participation of the holder hereof, or (b) performed
under an arrangement with a person (other than an indirect air earrier au-
thorized as hereinabove set forth) who provides or offers to provide transporta-
tion to the general public, or (¢) engaged by persons paying for such services
an amonnt aggegating in excess of the holder’s duly published charter rate
or fare.”

Mr. Witriams. Mr. Burwell has indicated that he would like to
submit a supplemental statement. The record will be kept open for a
reasonable length of time to provide anyone an opportunity to submit
statements or supplemental statements on this subject.

I believe we have one more witness who was scheduled. Mr. Com-
merce indicated that it would be satisfactory with him to file a state-
ment and if there is no objection, the committee will be very glad to
receive it for the record.

(The statement referred to follows:)

STATEMENT oF Roperr E. COMMERCE, PRESIDENT, AIR LINE DISPATCHERS
ABSOCIATION

The Air Line Dispatchers Association is an organization which is more than
22 years old, and which represents the federally licensed aircraft dispatchers
of the scheduled airlines of the United States. We have contracts with 24
airlines, At the moment we do not represent any supplemental airline dis-
patchers, but we have done so in the past.

The function of an aircraft dispatcher is to provide for the safe operation
of airline flights by overseeing the planning and execution of operations, from
the standpoint of safety and economy. The dispatcher shares equal responsi-
bility with the pilot for the origination, continuation, diversion and termination
of flights. Either pilot or dispatcher has authority to cancel if the flight cannot
be operated with complete safety. The safety principles and regulations are
enunciated in the Civil Air Regulations of the FAA and in the air carriers’
own operating rules which are FAA approved.

We shall confine our remarks in this hearing to only those matters affecting
the public interest, recognizing there are equally large issues at stake, including
the economic survival of the airlines that employ us.

We have noted that the nature of the present legislation under consideration
appears to be to establish the service of the supplemental carriers in such a
manner as to put them on an operating par with the scheduled airlines. In
fact, it seems to us that the unrestricted right to operate 192 flights a year
between any two points could result in combinations that would lift the supple-
mentals to a preferred or exalted position with respect to the scheduled airlines,
that of providing the service without the restrictions and controls that normally




LIMITED AIR CARRIER CERTIFICATES 245

would apply. We further observe that CAB figures indicate that the percentage
gain in all revenue passenger miles from fiscal 1959 to fiscal 1960 for the supple-
mental airlines is about 59 percent. We also know that the scheduled lines
suffered financial reverses in 1960 and indeed the 35-year-old trunkline with
which I personally had been employed was obliged to merge to stave off possible
bankruptcy. The CAB has taken the posture that what happens to the sched-
uled airlines and their employees is in the public interest, and we think that
is proper.

We also think that there are other serious matters in the public interest,
namely, the fitness of the supplementals to perform the service they seek, and
the equity under the safety regulations in behalf of the people who buy the
tickets.

We are under the impression that two irregular carriers are continuing to
operate under legislative waivers despite the fact that the CAB has questioned
their fitness to perform. Let us now assure the committee that we have no
interest in providing operational control services for anyone who does not have
the financial ability or the willingness to live by the letter of the Government’s
regulations which are designed to protect the public. One of our members who
attended an accident hearing involving a now defunct irregular deplored the
suggestion that one of our qualified people should prevent such tragedies, by
saying, “I would not subject any dispatcher to the daily diet of violations which
this carrier apparently engaged in as a regular thing.”

Safety regulations requiring ground control are issued in separate parts and
are designed to fit the operations of —

1. Scheduled domestic carriers,
2. Scheduled American-flag carriers operating abroad,
3. Certain nonstop franscontinental nonscheduled earrier operations.

No such rules have been applied to supplemental carriers in the United States
nor to foreign carriers operating into the United States. A number of foreign
carriers have established ground-control facilities despite the lack of a reguire-
ment, and a few supplementals have voluntarily established or leased dispateh
service. It should be generally noted that regulations follow and do not precede
the development of an industry. In 1955 the Board perceived a need for ad-
ditional expansion in the irregular air carrier business and it produced Order
E-9744 permitting the scheduling of 10 flights a month between two points.
The move was bitterly opposed by the scheduled carriers, and we will say
nothing further about the legislative and regulatory background here bhecause
it is well known to you. Omne basis of the protests, however, was that while
irregular earriers were given this unprecedented latitude in operating scheduled
flights, they were not required to observe the same safety regulations that ap-
plied to scheduled airlines. Not even the subsequent action of the Board in
granting certificates of convenience and necessity to 23 carriers produced any
change in the operating regnlations. The Board has said that this question of
safety is for the Federal Aviation Agency to resolve, that it concerns itself only
with the fitness of the carrier to conduct the operations it proposes.

Despite the fatal crash of a General Airways DC-3 near Kerrsville, Tex., in
1959, and the crash of an Arectic Pacific C—46 at Toledo in 1960, the FAA has
not seen fit to act. Both these accidents pointed up the need of operational
supervision, such as is exercised by the scheduled airlines.

Our purpose here is not to demean the excellent safety record of many supple-
mental carriers, because they have a right to be justly proud of their perform-
ance. However, the conditions that were present in the aforementioned acei-
dents were of the type that operational supervision would eliminate. We refer
to flagrant violation of pilot on-duty time limitations. To takeoffs in zero-zero
conditions. To flight bevond the safe limit of the plane’s fuel capacity. To
planned visual flight in known instrument conditions. To flight in known icing
conditions that were unsafe for the type of aircraft. To failure to designate
suitable alternates for takeoff and for landing. To minimum equipment
requirements,

The irregular carriers have been operating in the same environment as the
scheduled carriers. Excluding jets, they use the same type airceraft, into the
same airports and terminals, using the same navigational facilities, under the
same weather and other operating criteria, as the scheduled lines.

We believe that their operations should be subject to safety regulations of
the same stringency as those that apply to the scheduled airlines, if they are
to compete on as equal a footing as proposed by this legislation.
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The impact of this pending legislation is somewhat terrifying to our members,
whose job opportunities are presently stifled by the slow rate of growth in the
scheduled airlines. However, if Congress sees fit to grant such powers to the
CAB, we respectfully recommend that Congress should likewise establish a need
for reasonable equity in safety regulations by bringing the level of operational
control on the supplementals up to that of the scheduled airlines of the United
States. Commonsense would so dictate.

Thank you.

Mr. Woniams. We also have a statement from Mr. Clarence R.
Miles of the Chamber of Commerce of the United States.
(The statement referred to follows:)

CHAMBER oF COMMERCE OF THE UNITED STATES,
Washington, D.C., June 22, 1961.

Hon. Jou~N BELL WILLIAMS,

Chairman, Subecommittee on Transportation and Aeronautics, Commitiee on
Interstate and Foreign Commerce, House of Representatives, Washington,
D.C.

Dear Me, CHAIRMAN: The Chamber of Commerce of the United States sup-
ports the substance of H.R. 7318 which would provide for the continuance of a
classification for certificated supplemental air carriers.

It is obvious that legislation of more permanent nature is needed for the
continued regulation of supplemental air carriers.

Without proper certification, the supplemental air carriers would be able
to operate in helter-skelter fashion, as the market dictates, in direct competition
with the scheduled air carriers which are committed to the restrictions of their
certificates. This inequity to the scheduled air carriers could engender destruc-
tive “gray area” operations in the air carrier industry. Experience has shown
that regulated for-hire transportation often is adversely affected by unregulated
for-hire competitive transportation. It is a known fact, for instance, that
serious problems have developed in the regnlated motor common carrier system
as the result of gray-area operations in the motor earrier industry.

Further justification for the need to regulate the supplemental air carriers
is the substantially large, and increasing, fotal operating revenues derived from
this kind of operation. During a 12-month period ending June 30, 1960, those
supplemental air carriers reporting to the CAB had total operating revenues of
almost $81 million. During the previous 12 months, these earriers had total
operating revenues of almost 871 million. Thus in 1 year their total operating
revenues increased by $10 million. If the supplementals were left to grow in
a law-of-the-jungle atmosphere with this economic potential, the resnlts most
assuredly would prove destructive in future years to the regulated scheduled
air carriers.

I would appreciate it if you will give these views consideration and make
this letter a part of the record of the hearings on H.R. 7318.

Cordially yours,
CLARENCE R. MILES,
Manager, Legislative Department.

Mr. WirLiams. The committee will stand adjourned.
(Thereupon, at 11:50 a.m., a recess was taken subject to call.)
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